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FRIDAY, JUNE 18, 1954 


ConeGress OF THE UNITED STATES, 
SuBCOMMITTEE ON DisposaL OF GOVERN MENT- 
Ownep Communities, Jornt ComMirree oN Atromic ENERGY, 
Washington, Py. 

Representative Corr. This is an official meeting of a subcommittee 
of the Joint Committee on Atomic Energy of the Congress. It is a 
delayed meeting, having originally been set for, as I recall, June 7 or 
8. Because of circumstances back in Was shington, it was impossible 
for any of the members of the committee to leave at that time as sched- 
uled. Up until yesterday morning, at least 6 or 8 members of the 
committee had indicated an intention of attending the subcommittee 
hearing at Richland, but at the last minute it was necessary for all of 
them to cancel out. Rather than to cause any further delay, I, as 
chairman of the full committee, thought that it was necessary for us 
on the committee to have the benefit of the views and thoughts of the 
residents of the community of Richland, so came on out to be with 
you. With me also came Mr. Corbin Allardice, here on my right, 
who is the executive director of the committee staff, and Mr. George 
Norris, on my further right, who is counsel. I hope that it will be 
understood that failuure of other members of the committee to attend 
this hearing tonight and the ones that will continue tomorrow—I hope 
it will not be thought that their absence is any indication of their 
lack of interest on the part of members of the committee in this prob- 
lem, because, as a matter of fact, for years the Joint Committee has 
been very anxious that the Atomic Energy Commission and the Gov- 
ernment discontinue the responsibilities of running communities; feel- 
ing as we do that that’s the responsibilty of each and every one of us 
individually as citizens, and not the duty of government. So I assure 
you that all of the members of the committee are very much interested 
in the problem and are very anxious to have the benefit of the 
thoughts and feelings and attitudes of the local people who are to be 
directly affected by it. To the greatest extent possible, I assure you, 
the attitudes of the local people will be given the greatest priority with 
what must, of course, be guided by what appears to be best for the 
overall national interest, principally from the standpoint of econom- 
ics; but at the same time we will do everything possible in making 
the transition, first to make it possible for you to own your own homes 
and to run your own community, and then to ease the transition from 
Government-owned ownership into private ownership and community 
operation. The hearing this evening has been scheduled to allow the 
subcommittee to hear representations from your official community 
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council. Mr. Claggett, as mayor or president of council, as you may 
recognize, is seated here on my left, and he will speak initially for 
the council and introduce the other witnesses who will later speak 


representing the council. So with that we will start the hearing and 
first hear from Mr. Claggett. 


STATEMENT OF F. CLAGGETT, MAYOR, RICHLAND, WASH. 


Mr. Craccerr. Thank you, Congressman Cole. First, on behalf of 
the Richland C ity Council, and the people of this city, I "would like to 
thank you, Chairman Cole, and the members of the Joint Committee 
on Atomic Energy for holding hearings in Richland on the disposal 
bill. We all appreciate the fact that heari ings here constitute a serious 
demand of your time and are grateful for your recognition of the in- 
terests of the people of Richk: ind. Now, the city council has carried 
out a program of intensive study of the provisions of the disposal bill, 
and what it is my privilege here to present tonight is a summary of 
recommendations that the council has arrived at—if we may end this 
sentence this way. 

Representative Coir. Especially in the auditorium of the high 
school. 

Mr. Criaccerr. The committee has been provided with a complete 
compilation of the reports of all the council-instigated citizen com- 
mittees. In some details here and there, the council- -adopted recom- 
mendations do not agree necessarily with the initial committee recom- 
mendation, and it is : probably important to point out in this connec- 
tion that in reviewing the background information presented in the 
committee reports (see Report Ain appendix, p. 93), there are a num- 
ber of items there which we will not present here this evening, but 
which are available for consideration. The city council feels that with 
recommendations which we are proposing the bill will be a workable 
means of disposal. Without some of the recommendations, we feel it 
would be hazardous to the people of Richland to adopt the legislation 
as presently proposed. On the other hand, the people of the com- 
munity have been rather neutral in their attitudes toward disposal; 
that is, in other words, roughly, perhaps a 50-50 division for and 
against; and therefore the council, as such, has not taken a stand 
whether or not such a bill should be passed, but we are extremely 
anxious that a decision be made regarding the future of the community. 
Going into the specific provisions of the bill, we first have a few points 
which we consider as extremely necessary. I will outline them at this 
time to be elaborated on at the query of the Committee. Now, these 
are not expressed in an order of priority, but rather more or less in an 
order as they occur in the legislation. 

First, the bill as presently written provides that the Commission 
shall be empowered esseritially to transfer the utilities of the muni- 
cipality to some other oper ating entity. In view of our low tax base, 
or our possible low tax b: ise, we feel it extremely important that a first 
option of all of the municipal utilities be first granted to the corporated 
community of Richland and that this be so expressly stated i in the bill. 


This is related to section 103 subsection (c) on page 3 as reported in 
H. R. 8861 
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A second point is that the Council, as well as many other groups in 
the community of Richland, feel that the subdivisions for the public 
schools are unworkable for Richland in spite of the fact that they may 
be adequate for Oak Ridge. We do not know about this specific situa- 
tion. This relates to section 104 (c) subsection (1) on page 7 of the 
bill. Now, since we have in this city a legally constituted election 
board, the Council has not taken a detailed stand as far as this pro- 
vision of legislation is concerned. Instead, we are simply recommend- 
ing that it has been unanimously agreed that a greater degree of 
flexibility must be provided in this section in order to assure continued 
upper quartile level of education commensurate with communities 
which have adequate tax base to assure suflicient educational revenues 
within the provisions of Washington State law. For this, specific 
recommendations will be forthcoming from the local school district 
and other study groups. There will tomorrow morning be the re- 
ports of three additional groups which include the regular Richland 
School District No. 400 report. 

The third point which we consider extremely critical is the total 
subsidy ceiling which is covered in section 104 (c) subsection 4 on 
page 9, H. R. No. 8861. This section we consider unworkable under 
Washington State law because of the provisions here, that is, the State 
law provision which prevents any transfer of funds from one muni- 
cipal operation to another. Specifically, if the school district or the 
hospital should increase their revenue i year under the provisions of 
this section as written, this will reduce the overall subsidy to the city 
and may be hazardous to the operation of other groups. Consequently, 
we are recommending deletion of this section. 

A fourth point is the, oh, shall we call it, the stabilization provision. 
That is, those who are making an investment here, what will happen 
in case of a slackoff of operation of our single Federal industry. This 
is covered in section 110 (b) on page 26. Now, specifically, the present 
legislation calls for a drop, or calls for assistance from the Commission 
in the form of antideficiency judgments, and so forth, in case of a 
drop of employment to 5,599 which is 25 percent, or roughly 25 percent, 
of the operating employees exclusive of such things as community 
operations. In view of the fact that employment is on an upgrade at 
the present time, we feel that this provision involves later a reduction 
of more than the nominal 25 percent in order to meet this figure. 
Furthermore, we feel that the provision for 25 percent is rather high. 
In any place, it is going to be awkward to draw the line in any one 
point. People just short of that line will not be taken care of, whereas 
the people beyond that point of employment would be taken care of. 
It is felt by our group that by the time employment has dropped to that 
extent, the real-estate market will already be in such a state, or long 
prior to that, I should s say, that it would be difficult for many of the 
people to resell their homes perhaps through normal channels without 
the protection of the legislation. So, in this section 110 (b), we are 
recommending the use of a percentage figure rather than a specific 
employment figure, and we are further recommending that this per- 
centage reduction be reduced from 25 to 10 percent. In other words, 
that the stabilization or protection provisions of the legislation take 
effect at such time as employment falloff drops to 90 percent of that 
employment at the time that the property is offered for sale. Then, the 
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last of the major points is covered in section 110 (b) (3). This provi- 
sion, as presently written, provides for an antideficiency judgment. In 
other words, theoretically, a mortgage provision in case of employment 
dropoff. It is felt by all those w ho have made a study of this section 
of the legislation that this provides no real protection to the people of 
the community, and that rather a buy-back provision, as originally 
recommended in this Scurry panel report, would be far more accept- 
able in case of adoption of the disposal program. So we have recom- 
mended at this point, instead of the antideficiency judgment, that the 
legislation shall provide something along the line of this. That is, in 
any event that the property to w hich such an agreement relates, cannot 
be sold for the original purchase price less 3 percent per year of 
occupancy by the purchaser or the successors in interest, the Com- 
mission shall repurchase the property at the original purchase price 
less 3 percent per year, 3 percent being a depreciation rate. These by 
and large represent the major points as recommended by the various 
council committees. 

Some subsidiary points which we feel would materially assist the 
success of the disposal program cover the following items: These are 
points perhaps would not be a kill-or-cure proposition in case the 
disposal legislation is passed without these items present, yet we feel 
they are quite critical. 

Taken again in the order as listed in the legislation, in section 103 
(d) on page 4, the facilities or utilities, whichever you wish to call 
them, can be transferred over to the community omit reference to the 
telephone and communication system. Again, this is an item which is 
perhaps not normal for a city to operate, and yet we have a rather 
unique situation here which makes it awkward, or appears that it will 
be awkward, for the city maybe to balance its budget, and therefore 
as a means of protection will wish to assure that all available means of 
income are available to the city. So we are recommending that in- 
cluded in this section be the communications system. That will pro- 
vide, then, that the communications system shall be offered to the 
city, along with such things as their water system, the sewer system, 
and so forth. Under the recommendation, as stated earlier, one of the 
main recommendations, this would mean that the city would have a 
first option on this system as well as the others. I would like to add as 
a supplement to this recommendation, the statement of the council’s 
attorney somewhat as follows: We’re not asking that the United States 
legislative body give the system to the city of ‘Richland, if we cannot 
accept it. On the other h: ind, we are asking that the legislative body 
avoid the establishment of State law in regard to a matter that has not 
been judically determined. We, therefore, request that the proposed 
legislation be amended to include the telephone system and that Rich- 
land be given the privilege of accepting the same provided that we 

an establish the right to accept ownership and/or operation of the 
facility. It will then be our obligation, that is ours, the community of 

Richland, to establish the right of the city to operate a telephone 
system under existing State law or to seek additional State legislation 
if needed. 

Representative Corr. May I interrupt there, Mr. Claggett, please. 

Mr. Criaceerr. Certainly, Mr. Cole. 

Representative Corr. To inquire if it is lawful for a community in 
the State of Washington to operate a communications system. 
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Mr. Ciaccerr. We are all aware of the fact, I believe, that the State 
ottorney general’s office has just ruled that probably not. May I 
quote from that statement. 

Representative Cote. Well, I assure you I am not aware of it or I 
wouldn’t have asked the question. 

Mr. Cuiaccrerr. Maybe, Mr. Morrison, you'd care to make the state- 
ment yourself insofar as—come up and join us. 

Mr. Morrison. I have it here somewhere if we can find it. 

Representative Cote. The point is, it would be rather meaningless 
for a Federal law to grant a priority to a community to acquire any 
facility or utility if that comunity was not empowere: d by its own State 
statute to own and operate the facility. The—I assume what you 
have in mind, based on what you just said that if the Federal statute 
authorized the city—the future city of Richland to operate the tele- 
phone company, then you’d go to the State legislature and get the 
necessary State authority. 

Mr. Ciaceerr. Mr. Morrison—would you—Mr. Morison, may I in- 
troduce, is from the Washington State attorney general’s office. 

Representative Cote. Mr. Morrison, what is your comment on that 
point ? 

Mr. Morrison. We have determined that, at the present time, in our 
opinion, in the opinion of the attorney general of the State of Wash- 
ington, there is no authority in a city to own and operate a communi- 
cations system. However, it is entirely possible legislation could be 
adopted by the legislature of this State during the next session, which 
will meet in January, to authorize such an undertaking by a city, and, 
therefore, I would not certainly—would not recommend against hav- 
ing some provision in the bill which would authorize the city of Rich- 
land to purchase the communications system at a future time because, 
undoubtedly, that time will not pass before the legislature meets next 
year. 

Representative Cote. Mr. Morrison has indicated the possibility of 
State enactment of such a statutory authority, but that’s not very help- 
ful, because we are all aware of the possibility of such enactment, but 
we’re more interested in the probability of such. 

Mr. Morrison. I might further state, Congressman, that our opin- 
ions are not binding—are not the law itself. So far as I know, there 
has been no judicial interpretation of the power of the city to operate 
a communications system and own the same, and it is very possible 
that such a right exists, and the only way to determine under the exist- 
ing law, fin: ally, is by a determination of our supreme court, and that 
has not as yet been done. We have had in construing this authority on 

the request that was made—we have had to more or less interpret laws, 

and it is not an open-and-shut situation. We can’t say absolutely 
there is no authority—we merely say, in our opinion, there is no 
authority at this time, but as I said, it would require an interpretation 
by our supreme court before that would be final. 

Mr. Cuaccerr. This is the—Mr. Cole, may I say, is the basis of our 
recommendation in this regard—the fact that there has been no final 
determination of whether or not we can accept such a system and 
therefore, we wish that the bill would not preclude the possibility of 
our accepting it. In other words, if it is transmitted to the commu- 
nity, or better might I say, the city of Richland—then we can deter- 
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mine that point whether or not it is legal for the city to own it or to 
operate it. If not, then it can be sold by the city if we cannot own it. 

Representative Corr. Well, I assume there are no other commu- 
nities in the State of Washington that own their own telephone com- 
munication system, Mr. Morrison. 

Mr. Ciaccerr. | believe that’s true 

Mr. Morrison. To my knowledge, there is no such an instance. At 
least, it hasn’t been brought to our attention if there is. 

Representative Coir. As a matter of fact, I am not aware of any 
community in our entire country that owns its own telephone system. 
I think we must all acknowledge the fact that it is a very unusual 
type of community activity. Right at the moment, I wouldn’t under- 
take to express judgment of my own feeling on it. 

Mr. Ciaccerr. Well, as I say, we simply ‘would prefer that the legis- 
lation not determine the State law on it and give us the opportunity 
later to follow through. Does that answer your question ? 

Representative Corr. Unless there are other—I understand Mr. 
Allardice would like to ask a question. 

Mr. Atiarpice. I’d like to ask Mr. Morrison if in the absence of 
specific authorizing language in the State statute, whether the city 
can assume that it has such authority or is such authority denied to 
it, since it isn’t specific. 

Mr. Morrison. Since the attorney general of the State has ruled 
on that question, the city could not assume it had authority to pur- 
chase and operate a communications system. It would be necessary 
for the city to seek legislation, but if our legislature would see fit 
to grant that specific authority is, of course, bey ond my knowledge. 

Representative Corr. Mr. Norris 

Mr. Norris. One of the questions we all have to consider is the 
question of whether the Congress should give the phone system to 
the community if there might be a ready purchaser for that system, 
especially since the United States would be giving all ar other utilities 
free tothe city. Do you have any thoughts « on that, sir? 

Mr. Craccerr. Well, I might add that General Telephone Co., who 
do operate in this area, or which does operate in this area, plans to 
present a report tomorrow, and while I should not speak for them, 
they indicate an interest in the system. 

Representative Cote. Maybe we had better move on the the next 
point, Mr. Claggett. 

Mr. Ciaccerr. Another item which we feel would materially assist 
the success of the disposal program is covered in section 104 (d), 
subsection (ii), here on page 10. This provides for the limitation on 
the subsidy to the effect that no payment to an entity shall exceed 
the payment to that entity in the previous year. It is thought that 
is an unworkable application or provision and might as well be unjust 
in view of some emergency. We do know that there are some facilities 
in the city with which we might run into difficulty, and in an emer- 
gency if the subsidy for 1 year could be no higher than it was in 
the previous year, we might find ourselves in real trouble during the 
first years of operation when the city is attempting to get itself on 
its feet, and we consequently recommend deletion of this subsection. 
And this again, may I say, is not an attempt in any way to seek addi- 
tional subsidy, but is simply a matter of protection in case of emer- 
gency. 
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Another point is covered in section 107 (b) on page 20. As 
presented—as proposed in the legislation, this section at the present 
time provides that the Commission may extend the time for a pur- 
chaser to obtain financing for the property which he is purchasing. 
We are recommending a small change here to the effect that the time 
shall be extended—in other words, making it compulsory upon the 
Commission under the conditions which are stated here—in other 
words showing that their failure to complete a sale was not attributable 
to the lack of diligence by the prospective purchaser. I mention in 
this regard, the committee recommends a specific extension of time, 
at least 6 months. The council felt that protection might be ade- 
quate—or might well be adequate if it were simply compulsory upon 
the Commission that the time be extended in case financing were not 
available. This, of course, is because of the fact that we have a large 
sum of, or bulk of, property coming on the market in a relatively short 
time, and mechanically speaking, as well as financially speaking, it 
may be difficult for prospective purchasers to arrange for financing 
in the relatively short length of time provided by the legislation. 

Another point along a similar line which covers section 108 (a) on 
page 21. This covers the question of property appraisal. We are 
recommending that some means be provided if it is at all possible. 
We realize that this is complex, but if at all possible, that both FHA 
and the Veterans’ Administration will accept the appraised price 
recommended by the Housing and Home Finance Administrator. 
Now, the reason this becomes a problem as far as we are concerned, is 
the fact that I believe everyone is probably aware that in many cases 
the property appraised by FHA which uses one system of appraisal 
is not accepted by the Veterans’ Administration, which uses a different 
formula for arriving at appraised valuation. The Veterans’ Admin- 
istration appraisal is lower than FHA and means that if the pro- 
spective purchaser is a GI, he cannot avail himself of the GI bill 
for purchase. So we would like to assure that any veteran can use 
either system by having a fixed appraisal figure accepted by both the 
Veterans’ Administration and the Federal Housing authorities. We 
recognize that this may require amendment to Public Law 346 and 
550 as well as the National Housing Act to accomplish this. We feel 
that it would materially assist the disposal program if some such 
provision could be provided. 

Another item which is relatively important, perhaps from the 
morale factor as much as anything else, is covered in section 110 (a). 
This is on page 25. The legislation as written states—in case of trans- 
fers they may contain such warranties or covenants of title the Com- 
mission may deem appropriate. We are recommending, specifically, 
the warranty deed be granted subject only to such encumbrances as 
may be created by this act, or furthermore, at the discretion of the 
Commission, title insurance may be furnished by the purchaser. This 
recognizes that normally in a real estate sale the seller does provide 
the title insurance. This is taking cognizance of the fact that normally 
when the Federal Government sells property, they give only a quit- 
claim deed. This is based, of course, on the premise that any deed 
or quitclaim deed granted by the Federal Government should be as 
good as anything else. However, it does not protect the purchaser 
from litigation. In case a prior owner, which is a particular problem 
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here where there has been condemnation proceedings in order to 
secure the property, there may well be litigation on the property. So 
it's an attempt to protect the purchaser from litigation in some fashion 
either by warranty deed or title insurance. 

A further point is in section 110 (b) subsection (1)—this is a rather 
minor one, but it’s to cover contract purchasers. As it reads, such 
obligation shall run to the purchaser and any successors in title and 
a“ such obligation may be invoked in respect to more than one house 
by the same purchaser. It specifically states successors in title. This 
is In connection with indemnity obligation of the Commission. Now 
it is recommended that the title be changed simply to interest in order 
to protect contract purchasers during their 3-year-contract period. 

A final point of this particular group is covered in section 111 (b) 
on page 30, ‘This section, as written, provides for Atomic Energy 
Commission financing of property in case financing is not available 
through normal channels. It reads in the event that the Commission 
finds that financing on reasonable terms is not available from other 
sources the Commission may, in order to facilitate the sale of resi- 
dential property under the section, accept in partial payment of the 
purchase price of any house, apartment building, dormitory, note 
secured by first mortgages on such trends and conditions as the Com- 
mission may deem appropriate. Now, it is felt that the disposal 
program might well be materially assisted that this provision covers 
commercial property as well as the items mentioned here. In other 
words, deletion of the restrictions, residential, house, apartment build- 
ing or dormitory. In other words, it would be awkward for the com- 
munity if commercial purchasers could not secure their property even 
though residential purchasers could because as long as that property 
and commercial property remains in the hands of the Federal Govern- 
ment of course it is not taxable for the support of the community. 
We should go whole hog or none on the deal and this should accelerate 
the transfer of these additional pieces of property. 

Now, if we may run through a few points which are desirable as 
much for clarification as anything else perhaps. In section 104 (c) 
(ii). this is a provision for the hospital subsidy. Now, we will have 
further reports tomorrow on the hospital question. This has been a 
difficult problem to solve because of all the unknown factors is one, 
as far as operationwise, the community has been most. distantly re- 
moved, and the council has adopted a recommendation here which 
differs from the recommendation as presented by the hospital study 
committee in some respects. The hospital study committee did recom- 
mend deletion of this section 104 (c) (i), the total sudsidy ceiling. 
It went on to recommend a continuous subsidy prov ision, as you may 
note from the hospital report. This amount of subsidy was not felt 
completely necessary by the council, and we have substituted a further 
recommendation calling for a specific cash subsidy on an annual basis 
for 5 years, subject to review at that time. This is based on the esti- 
mated initial operating deficit of $180,000 per year, the first year under 
operations separated from the present plant operation. This is re- 
duced by 20 percent per year over a 5-year period to $36,000 in the fifth 
year. The greater reduction is in line with an estimated—this is per- 
haps a magic figure, an estimated 5-year period for the city to get on its 
feet. The $36,000 per year is roughly on the order of the average deficit 
incurred by hospitals in the State of Washington, and it calls for a 
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review at that point, as has been provided elsewhere in the legislation. 
It is felt that this provision provides an incentive for the hospital 
administration to reduce its costs. 

One of the big difficulties of the subsidy provisions of the bill, so 
far as we are concerned, is it provides little iemiies for the operating 
management to get into a position where they can stand on their feet 
under a complete private ownership, In other words, as long as they 
know a certain sum of money is coming into them indefinitely. normal 
human nature calls for spending it. By knowing that they will get 
only a specific figure per vear, and that it reduces each year, they will 
have a program to meet, and it is believed that this program will be 
corroborated by a report which is to be released sometime soon, pre 
pared by the Public Administration Service at the request of, I believs 
spec ifically the Atomic Energy C ommission, but the hospital oper 
tion under normal control should be able to fall easily within seus 
figures. If they stay below the cash subsidy figures which are fixed 
figures rather than tied to deficits, then the balance of cash available 
or remaining would be available as a reserve fund for new hospital 
construction at a later date. 

Another point is in section 104 (e) on page 11. Now, we don’t 
want to be critical of legal language or the Commission or whoever 
was ultimately responsible for preparation of this particular section, 
but all the study groups who read it misinterpreted the intent of this 
section as we find it, and therefore we feel it will be desirable to clar 
ify the language in this section. In all cases the committee study 
groups: interpreted this section as requiring the maintenance of level 
of service in the community by the Commission, and that if this level 
of service were not maintained the Commission would be empowered 
to withdraw the supporting funds, which would make the situation 
obviously even worse. We understand that, properly speaking, this 
provision really applies rather to a minimum geographical area 
rather than a minimum level of service, and, therefore, we are suggest 
ing an alteration in the language or clarification of the language so 
that it is clearly understood that the intent is to tie the subsidies to 
the geographical area outlined in the map provided rather than to 
level of service. We certainly don’t want to be in a position of lower 
ing our services a little bit and having the Commission think that 
they're too low and consequently discontinue all subsidy. As I under- 
stand, this was not your intent. 

Now, in section 105 (b), on page 14, the Commission shall classify 
such property for purposes of disposal in accordance with such class! 
fication, and by such procedures consistent with sections 105 to 112 
this title as it shall determine. We have the Richland a 
Planning Board appointed by the city council, which has made | 
study of the provisions of the legislation. They feel that the vaitied 
sions of this partic = ar item are not adequate, so far as interim —— - 
tion is concerned, or final protection, and the planning board will, 
its own right, von teetionen make a recommendation with regard to this 
section. 

The next point is in section 106 (b) page 16 and 106 (e) of page 17. 
Here we are concerned with the question of determination of seniority 
wherein a priority set up the final determination as to who shall 
have a right to the option is based upon seniority on the project. Now, 
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we feel that a clarification of language would be desirable at this point. 
Now, may I elaborate slightly to explain our problem. First, take 
the case of an employee on the project who is drafted into the Armed 
Forces, is away for a year or 2 years—he automatically has a job 
when he returns and he has continuity of service with the General Elee- 
tric Co, Now as it’s worded here, there may be some question as to 
whether his seniority would be based upon his return to the job or 
whether it would include his former service plus his military service, 
which is the basis of his continuity of service with the, at least the, 
General Electric Co. Furthermore, there are cases, of course, of 
people who have worked here for a while and moved away and then 
returned. I think we all recognize that many of those who have 
moved away and returned to work in Richland are some of our most 
stable citizens. In other words, they came here during the war 
years when conditions were terrible, when they had an opportunity 
later to return to other sections of the country, maybe in a neighbor- 
hood where they had formerly lived, they went back and decided they 
liked it better back here in Richland and returned to Richland to stay. 
We have many people in that category and as I say, they are stable 
citizens and perhaps this seniority provision might well cover former 
employment plus present employment in determination of seniority. 
This actually, of course, may only concern a relatively small number 
of potential purchasers, but at the same time, clarification of this pos- 
ition might eliminate some very unhappy situations when a question 
of seniority arises. In other words, we want to eliminate, if at all 
possible, all questions of any two residents in the community fighting 
‘against each other for the opportunity to buy a specific piece of prop- 
erty. 
The next point is covered in section 107 (c) on page 20. The legis- 
lation as written, calling for priority rights shall be exercised in such 
form and manner which may include the making of a deposit as the 
Commission shall prescribe. A minor point here is setting the maxi- 
mum on the deposit. As you will note in the committee reports, com- 
mittee recommended, the commercial property committee at least 
recommended, that the maximum 10 percent deposit be required here. 
Now this is not a downpayment as we understand it. The council 
elected to reduce this recommendation to a 3-percent deposit and 
that is our point. This, in other words, is in the order of normal 
earnest money deposit and does not refer toa downpayment. A fur- 
thur recommendation is covered in section 108 (a) again in connec- 
tion with appraisals. It is felt here that, well—as I’m sure the audi- 
ence is aware, the question of appraisal is at hot issue and who is 
going to do the appraising and on what basis they are going to ap- 
praise and what price they arrive at—all these things are very close 
to the hearts of all these potential purchasers. A recommendation 
here was for provision for an appeal board. Now this recommenda- 
tion came out of the commercial property committee and as has been 
written here applies to commercial property. This is a question of in- 
volving, well, in any case, of course, at least larger investment and calls 
for the provision of an appeal board which is agreed upon by the 
seller and the purchaser and that the purchaser may appeal to the 
appeal board on appraisals at his own expenses, that is, the pur- 
chaser’s expense, and subject to the obligation that whatever the 
decision of the referee is, shall be accepted by both parties. 
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Representative Corr. Who’d name the referee ? 

Mr. Craccerr. As we recommended—that it be agreed upon between 
the two. Now, if we consider that this applies only to commercial 
property, perhaps this should be determined between an organization 
such as the chamber of commerce and the Atomic Energy (¢ ‘ommission, 
and should be agreed upon by 2 or 3 possible referees to consider prior 
to the disposal program. Again this is simply a recognition of the 
unusual nature of the market here where you are selling everything at 
one time, where there has been no loss in supply and demand in effect, 
and so forth. 

A further point is covered in section 110 (e) on page 29—in transfer- 
ring any property pursuant—this is the — lation as proposed. In 
transferring any property pursuant to sections 105 to 112 of this title, 
the Commission may impose such restric tions and requirements relat- 
ing to the use of the premises and to public health and safety, prior 


to the transfer of municipal facilities to the city as the Commission 
may deem appropriate. Now this interim period we consider nay bea 
very critical one, so far as the future health of the community is con- 
cerned. In other words, once the property is sold. it then falls under 
the jurisdic tion of the county commissioners. The county. at the a 


ent time, has no zoning law which would be suitably applic: fe its to Ri - 
land—no building code of that nature so far as the deve lopment ae a 
year or more here is concerned. The planning board has specifically 
gone ints this problem and in their report tomorrow a more cet: riled 
recommendation so far as to what restrictions are held on the commu- 
nity during the interim period prior to the institution of some sort of 
munic Ipe al government to maintain regulations. 

The next point we might consider is another one which would be 
desirable from the purchaser’s point of view and should be no problem 
so far as anyone else is cone erned. Section 112 on page 31. This pro- 
vides—is a provision to cover the lower priorities where a purchaser 
may be out buying a house other than the one he occupies, the residence, 
in other words, occupied by someone else obviously, and the legislation 
provides that the occupant at time of purchase may remain there for 
l year. Now, the question immediately arises—what protection does 
the new purchaser have on his property during the period of oceu- 
pancy when he has a tenant there which was not a te i int of his own 
choice? So, we are simply recommending at this point that the minor 
additional provision be made here that the occupancy be subject to 
the present lease agreements. In other words, the question of window 
breakage, and so forth, as between tenant and landlord shall remain 
the same as at present. If it’s possible for the seller to endow right of 
occupancy for an additional year to the purchaser, then it should well 
be possible for the present leaseholder to reassign that lease to the 
purchaser in order to maintain the same relationship between landlord 
and tenant. Under the amendments of the National Housing Act on 
page 33, legislation provides for FHA protection for the first sale and 
the first resale within 2 years from the date of its property acquisition 
from the Government. We are recommending extended FHA cover- 
age in this provision. Specifically, we are calling for FHA protection 
for all sales as they may occur during 5 years from the initial sale and 
then subject to review at the end of the 5-year period comparable to 
the other sections of the legislation for an additional period of time. 
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Now that covers the major and minor points with regard to the 
legislation itself. We have a couple of additional recommendations 
which may well be part of the history of the legislation and which 
we would like to offer as guides to the Atomic Energy Commission in 
effecting a disposal progr: im. Specific rally, it has been pointed out 
by a number of people that during the initial life of the community it 
inay be difficult for the community to market bonds—that is, munic ipal 


bonds. The city will just have started out; it will not have any back- 
ground of tax Shee ‘tion, no credit established, in other words, and 
consed| ently we wish to assure as far as possib le, that no bonding 


will be necessary in the initial life a the community. There are some 
capital improvements which are needed at the present time. We 
understand that perhaps there is some provision for them, we would 
like to list a couple which, however, we feel at least, among others, are 
necessary. 

In other words, we are recommending the Federal Government pro- 
vide the facilities prior to a disposal program. One obvious one is 
maintenance shops and garages for housing and servicing the city 
equipment. At the present time, of course, this is done through GE 
shops, General Electric shops, and such facilities would presumably 
not be available to the municipality after sale and possible incorpora- 
tion. Second item is the fact that we have no central headquarters for 
all the municipal functions—in other words, no city hall, no place 
available for various city departments, and there are some others. 

A second point that we feel is extremely important to the future life 
of the community is that the Commission shall assist in every way 
possible in the development of the industrial and commercial ventures 
in the vicinity of Richland and to help the community get on its feet 
economically. In this connection, of course, the question arises as to 
what is going to be the disposition of adjacent lands. In connection 
with the legislation, as we understand it, a map is being provided which 
explicitly outlines the initial disposal program. There are important 
adjacent lands which will probably not be included in this map area 
It’s important to the future of the community that those lands be 
available, as needed, for industrial and commercial development and, 
therefore, we are recommending that the Commission or the selling 
agent adopt a policy of making such lands available for acquisition 
as needed for the development for the community. This is an obvious 
advantage to the Federal Government as well as the community. In 
other words, the quicker the community can get on its feet, the lower 
the congressional subsidies are going to necessarily be. 

Another important point which is practically a byword of the people 
of Richland is their prese nt unique island status here. We finally got 
a single secondary State highway tied tothe city. Wehave nothrough 
highways. Generally speaking, Richland is not even recognized as 
being part of the State system. Transportation is an important prob- 
lem to the community and, consequently, we further would like to ree- 
ommend the old trite point which we've all heard in the city for so 
long, that any assistance the the Commission could possibly give the 





Commission or Congress—to provide a bridge across the Columbia 
River will give the city access to the Columbia Basin to and from 
would help to stabilize the economic future—future economic life to 
the community. It isa little difficult, perhaps, to see how these bodies 
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might persist here but certainly any recommendation or assistance that 
can be made in this rem ard will be of great benefit to the commun ity. 

Now that concludes our recommendations. If there are further 
questions the committee has or perhaps however you wish to handle 
this from here. Now, subsequent support will be rendered tomorrow 
by some of the other groups as I ee noted—vou have the various 
committee reports in vour hand as backup information. If any of 
you wish to pursue this 1 am sub coo to your will, and thank you. 

Representative Core. Thank you, Mr. Claggett. I neglected to 
mention at the beginning of the hearing the fact that your Represen- 
ti itive in the House of Re sprese ntatives, Hal Holmes, has been in com- 
munication with me frequently on this subject and has expressed to 
me the great concern and interest which the residents of the commun 
ity of Richland have in this big probem, and so in his behalf, 1 want to 
extend to you, Mr. Mayor. and to vour fellow citizens, his greetings 
and the assurance of his cooperation. 1 was a little surprised, frankly, 
to hear vou indicate in your opening statement, Mr. Claggett, that 
your community council has not taken any position on this prob — 
The council has known about it, and I don’t speak of this critically a 
all, but if there is any organization or group of people in this com- 
munity which has a dominating interest, a principal position in reach- 
ing decisions and making recommendations, it is the community coun- 
cil, so Tam a little surprised that after this long period of time, espe- 
cially the last couple of months, since the council has had the bill 
this particular bill for study—that the council itself has not come to 
any conclusion. How does that happen ? 

Mr. Ciaccerr. Let me say this. I would not admit that this was 
not arriving at a conclusion. 

Representative Corr. Perhaps, I misunderstood you when I made 
u note here which I wrote down that you had said that the council had 
not taken a stand or had taken no stand on it. That to me indicates 
that they couldn't come to any conclusion. 

Mr. Ciaceerr. The council definitely is cognizant of its responsi- 
bility to represent the people of Richland. Two years ago ‘the United 
States Bureau took the census, took a survey of the community and 
determined that slightly more than 50 percent of the people of the 
town favored a disposal program. 

Representative C oLE. Where was that survey conducted? Would 
you mind explaining ¢ 

Mr. Cniaccerr. Yes. it was under the direction of Mr. Rineborth 
who has his headquarters in Seattle—it was a combination general 
questionnaire survey and a statistical sampling survey. By general 
questionnaire survey, | mean that they did mail the questionnaire to 
every leaseholder in Richland, leaving it up to the option of the lease- 
holder to fill out the questionnaire and return it. It was a compila- 
tion of this questionnaire. 

Representative Cote. How many leaseholders are there ? 

Mr. Ciaccerr. There were at that time, about 6,000. 

Representative Cote. How many responses? 

Mr. Craceerr. About 75 percent, if I recall rightly. I'll see if I can 
find it here quickly. 1’m sorry—I thought I could put my finger right 
on it. 

Representative Coir. Don’t you have a secretary 4 
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Mr. Ciaccerr. Unfortunately— 

Representative Corr. Usually, when I am confronted with such a 
situation I turn to Mr. Allardice for assistance and he always has the 
answer. 

Mr. Ciaccerr. You should see our city counsel operate—unfortu- 
nately, we have relatively limited funds and we have essentially no 
staff and we do all the footwork ourselves. That’s the reason I 
would like to hand a bouquet to my fellow councilmen, who do a 
tremendous amount of work on this business, and particularly the last 
few weeks, but we don’t have much in the way of staff to turn to. 
This list indicates 5,910 total first priority holders. 

Representative Contr. 5,910 out of 6,500 did you say / 

Mr. Cuaccerr. No; out of about 6,000, including dormitory resi- 
dents, they list 7,050. Actually, apartment units and housing units 
was around 6,000 at the time the survey was taken. Anyone here from 
GE housing here who could quote another figure? Out of this 5,910, 
they received information on 5,660. Roughly, 250 for whom no sur- 
vey information was obtained. Of the second priority holders, they 
list 900 from whom 790—they obtained information from 790 and 
110 from whom no information was obtained. 

Representative Corr. Well, at any rate, to save time, let’s move 
along. Approximately 75 percent of the eligible leaseholders re- 
sponded. 

Please, now, Mr. Claggett is doing the very best hecan. If he makes 
a mistake, he'll correct it. Of course you se I don’t know who down 
in the audience I ean indicate, who I am sure will have a correct 
answer. You might be just as wrong as you think Mr. Claggett is. 

Mr. Cuaccerr. In any case if | do make a misstatement, I'm sure 
that the report is available to the committee so that the people of the 
community are protected. 

Represented Corr. Well, tell us what was the proposition submitted 
to the people last fall in this survey ? 

Mr. Craacerr. This survey was taken 2 years ago or slightly over 
2 years ago, May 1952. 

Representative Corr. And what was the question ? 

Mr. Ciaccrerr. It was a rather extensive questionnaire—covering, 
well—let’s say this first. In order to present a questionnaire, the 
Commission was responsible for determination of a dollar figure, let’s 
say, assigned to each household unit or each property. 

Representative Corn. This questionnaire on this survey was con- 
ducted for the Atomic Energy Commission ? 

Mr. Cuaccerr. Right. The figure as assigned, as we understand it, 
was given as an estimated sale price. It was not an appraisal in the 
normal sense in that no one came out and looked at the property and 
evaluated it. It was a determination by real-estate people, of what 
presumably was an approximate price from which 10-pereent. dis- 
count was made and according to the Scurry panel recommenda- 
tion—— 

Representative Cole. I judge the question the nthat you’re trying to 
tell me by way of answer is the—one of the questions was, W hat do 
you think your property’s worth and what would you be willing to 
pay for it? 

Mr. Ciaccerr. Wel!, the questionnaire revolved around the propo- 
sition—do you want to buy a property and under what conditions 
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would you buy and in order to get something concrete to work on 
we had a figure presented. 

eee Corr. Now is that the other question in the survey ? 

Mr. Ciaccerr. No, it was a very lengthy proposition. 

Representative Core. Well, to save time, why don’t you submit for 
the record the questionnaire and the tabulation for whatever worth 
it may be. And in that connection, I think I should mention for the 
record that there has been handed to me and to the staff members 
a very fine complete compil: ition of pos! itive data in connection with 
this problem, which I won't include in the record, but will file with 
the committee for reference at any future,time. As certain it is that 
there } as been hoe Xpression from the people in Richland in re pect to 
the bill for which hearings are now being held—H. R. 8561—so far 
as [am aware. 

Mr. Ciaccerr. May | pursue the point a little bit? It started out 
2 years ago with the Bureau's census report which I say in their 
fashion indicated 2 slight 1 maj’ ity in favor of disposal. They report 
some 62 percent of the leaseholders at least would buy, if not active ly 
want to buy according to their report, but around D4 percent were in 
favor of disposal and incorporation. Last year the city council held 
three town meetings in connection with the disposal program. This 
was on the basis of the fact that we felt that introduction of the legis- 
lation was fairly imminent and were attempting again to inform the 
people of the implications involved, and determine their opinion. 
Actually, the legislation went to the Bureau of Budget in March last 
year and these hearings or town meetings were held just slightly prior 
to that. At these metings, which were attended by around 1,500 peo- 
ple total, we did pass out questionnaires which again arrived at almost 
exactly the same percentages as were presented by the United States 
Census Bureau the year before. In other words, a slight majority 
in favor of the disposal program. Now this year, it has been more 
difficult. The council has tried strenuously to determine what the 
feeling of the people of the community is and it has been more diffi- 
cult to feel it out. Actually. we have not detected any great change 
in this kind of feeling. 

In other words, there has not been a strong development of opposi- 
tion apparent and there has not been developed a strong support 
apparent. Questionnaire passed out at the town meetings this year 
ran very h igh j in favor of purchase. On the other hand, it appeared 
to be that for some reason or other, the meetings attracted those who 
were in favor and did not attract those who were opposed. On the 
other hand, last vear it appeared from the reactions of the audience 
that we may well have had more of the opposed people attending the 
meetings than those who were in favor, although the figures came out 
about the same as the Bureau of Census survey. So— yes—— 

Representative Corr. Go ahead 

Mr. Ciacc6err, So, since we have roughly as near as we can deter- 
mine again, a 50-50 status—in other words, half the people more or 
less in favor and half the people more or less either apathetic, non- 
committal or opposed. The council has not 

Representative Coir. I think if I were a member of the city council, 
I would not take a stand under those circumstances myself. 


Mr. Craacert. It’s a question of what would we be representing if 
we took a stand either way. 
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Representative Corr. Tell me this, is there any organized opposi- 
tion on the part of local residents ¢ 

Mr. Ciaccrerr. There has been none apparent except for the past 
few days. 

Representative Core. Vm speaking of an organization organized 
opposition. Of course there’s opposition, but it’s individual. 

Mr. Craccerr, So far as established organizations are concerned 
in other words, if you speak of the usual civie clubs, social clubs, 
fraternal clubs and that sort of a thing, there is not a single one that 
has come to our attention as having been opposed to a disposal pro- 
gram. . 

Representative Core. Well, what about those same civic organiza- 
tions such as the Rotary and such. Have they taken affirmative 
stand ? 

Mr. Cruacerrr. I believe that without taking someone’s name in 
vain, we can quote that there are a couple which have and they will 
report tomorrow. 

Representative Core. Very well. It’s my recollection that Mr. 
Holmes obtained three, four, five, six thousand copies of this bill for 
distribution to residents here—do you call it the city of Richland. 

Mr. Cracerrr. Legally we like to blow our horn a little bit. 

Representative Corr. Mr. Allardice corrects me, indicates it was 
7,000 copies. They are distributed to residents in the city of Rich- 
land. Obviously, and properly for the purpose of allowing each indi- 
vidual lease holder, head of each home to study it to reach some con- 
clusion. I frankly had been quite surprised at the lack of interest 
in the subject as demonstrated by the failure of communications being 
sent to me or to the committee in Washington. I think in all, there 
have not been more than 2 or 3, perhaps I’m in error but it has been 
very, very, negligible. The major contact between the committee 
and your community is through Mayor Claggett. What that lack 
of interest indicates is puzzling with its direct opposition to this 
particular bill or pcre: its Opposition to any disposal by the Fed- 
eral Government, or not, I don’t know. On the other hand, the lack 
of expressions in ture of the bill is equally puzzling. It would 
seem to me that the natural impulse of the head of any home would 
be to own his home, and not have to live in a Government house. I’m 
willing to believe that that natural impulse does burn in the hearts 
of the people of Richland, because I’m sure you’re just as human as 
the rest of us. So it’s puzzling to me to know just what the reaction 
of the local citizens is on this subject. Perhaps before the hearing 
is over we'll have a better idea of and if possible a crystallized senti- 
ment of part of the local people because this is just the beginning of 
the hearings and may I at this time indicate through you citizens 
who are present that if there is anyone who has a positive view on 
this subject and desires to express it, please get in touch with me or 
Mr. Allardice and Mr. Norris at the Desert Inn, or perhaps or prob- 
ably through Mr. Claggett and we would be glad to hear you. 1 do 
hope to avoid any repetition of the same arguments for or against, 
hearing them over and over again, but we will hear as many citizens 
or groups of citizens, as time ‘will permit—that’s wiih we came out 
for and that’s what we’re going to do before we leave. 

Mr. Cuaccerr. May I interject one comment here for a moment in 
view of your comments on the reactions of the people that you have 
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received. Of course, this is the basis for the objectives at which the 
council has aimed in their program in this regard, that is, we have 
aimed at two things—one is to secure the best possible disposal pro 
gram for the people of Richland as we could determine it in order to 
make it workable, make it acceptable to the majority and to provide 

community which would be able to stand on its feet following a a 
posal program. We felt that at all costs we must secure this in ease 
the legislation were passed even though we have a divided opinion 
for and against. We felt that at all costs, we must do everything we 
can to assure that the people of the community are protected. The 
second point is that we definitely feel—and we have received this 
reaction from many of the people of the community—one of the w ne 
features of the present situation is its uncertainty. In other words, 

we knew where we were going, we'd all be better off whether this was 

i permanent federally operated community or as a privately owned 
conmniadby But in any case, the present state of uncertainty is one 
of the worst features. hed therefore, we are extremely anxious that 
some decision be made on this problem one way or the other. The 
council this week did go on record as definitely recommending that 
action be taken one way or the other but certainly that action be 
taken on the legislation during this session of Congress. To this end 
we consider it extremely important that if it’s necessary to do so 
that Richland be separated into a separate legislative provision in 
order to accomplish this. This recommendation is made in the view 
of the reported comments from Oak Ridge to the effect that Oak Ridge 
feels now that they would like to delay action. I follow the Oak 
Ridge newspaper account very closely. I’m not so sure that their 
request of delay of action is due to the fact that they are dubious about 
the provisions of the bill, but so far as one can determine from = 
news accounts, they for a considerable period of time did not make a 
active study or pursue the provisions of the bill immediately and slile 
may be as much the basis of their request for delay as anything else. 

Representative Core. Let me ask—do you have other members of 
the council who are to speak tonight : 

Mr. Ciaccrrr. No sir. Unless you have further questions tliat 
would require their appearing / 

Representative Core. No, | simply want to know what sort of pro- 
gram you had. 

Mr. Craccerr. That's it. 

Representative Corr. [ see out here in the audience 200, 250 people, 
all of whom appear to be adults. I assume that this is not a packed 
meeting because this is not a packed hearing—we're going to hear the 
ones that are for and the ones that are against. Just as an indication 
would those of you who favor the general proposition of the Com- 
mission selling the homes and the stores and the commercial properties 
into pr ivate ow nership giving pre ference to those who now oce upyv the 
homes or the stores—would you mind raising your hands, so we can 
eet a little idea. You count them over. All right, now those who are 
opposed, would you mind indicating. Though I wouldn't undertake 
to be specific because as you can see the count was not completely ac- 
curate, but it was not at all exact but certainly the representation of 
those here tonight indicates that those favoring Government dispose . 
are 2 Aye 1 against over those who are opposed to it, so that your rati 
of 50-50 is rather conservative, as indicated by those persons present 
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tonight. Do you Mr. Allardice or Mr. Norris have any questions of 
Mr. Claggett. 

Mr. Aunarpice. Just 1 or 2, Mr. Chairman. Aside from your one 
comment. on section 106, which is a priority section and that comment 
having to do distinguishing what is meant by seniority—I take it that 
vou are in favor cenerally ‘with the priority system est: ablished i in the 
pill. 

Mr. Craccerr. That’s right. All of our groups have indicated that 
the priority provisions as stated are, by and large, fair. 

Mr. Avvarpicr. It’s obvious that any priority system has a conflict 
to recognize, but this is looked at as a fairly equitable compromise in 
the interest involved. 

Mr. Ciaccerr. There have been a lot of cases determined in a com- 
munity where there was a lot of question as to who might be favored. 
Maybe it would appear on the surface that there might be inequities 
but we have been unable to come up with a better system than provided 
here. 

Mr. Atiarpice. I wonder if you could tell the committee something 
about the problems involved in incorporation, particularly the fact 
that until there are freeholders of land you are to be barred from 
incorporating. I think this is an important part of the legislative pic- 
ture and we don’t have any testimony on it. 

Mr. Ciaccetr. This is a good question. 

Representative CoLe. Fine editorial in the morning’s paper on the 
subject as I recall. 

Mr. Ciaccerr. Yes—this is one of the problems which as I indicated 
along a particular line the planning board is going to present tomor- 
row. Perhaps I should call on Mr. Morrison and maybe Mr. Wallace 
to assist, but—— 

Mr. Atiarpice. I think they’re going to cover it tomorrow. It’s not 
necessary to say it now, Mr. Mayor. 

Mr. Ciaccerr. For essentially in a few brief words—there are a 
number of ways apparently which we can go through the transition 
period, incorporation by a charter as provided by specific State law 
adopted in the 1951 State legislature which was to take care of Rich- 
land specifically. In other words, it’s unnatural—it’s never occurred 
before here that a city of 28,000 or so people become incorporated at 
that point. Normally, it goes ‘up through the constitution provided 
steps from fourth up to first class. That is one method. There are 
other alternatives proposed, incorporation without a charter, maybe 
a temporary operation by the county commissioners and points of that 
nature but the problems gets into control—it gets into timing of in- 
corporation so far as the tax rolls are concerned. The i incorporation 
does not oecur at a strategic time. The city could go almost 2 years 
before it would receive any taxes, and this of course, would be ex- 
tremely awkward. 

I believe the county commissioners tomorrow will also go into this 
problem because it concerns county funds in the sense that our State 
law provides return of tax moneys from gasoline tax, sales tax, vehicle 
license fees and so forth to the county or to the city. These taxes are 
at the present time going to the county, and Richland gets no benefit 
from them for all the taxes are taken out of here. When the place 
becomes incorporated, this is going to withdraw these funds from the 
county and give them to the city. But the timing on possible incor- 
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poration becomes extremely strategic as far as the income is concerned. 

Mr. Atuarpice. I take it we'll have a fairly thorough discussion of 
this with other witnesses, this problem of incorporation. 

Mr. Ciaccerr. Yes; although the final resolutions as far as we are 
concerned—what’s going to be the best procedure is not yet determined. 
In other words, the legislation itself cannot specifically provide for 
incorporation. It is not a function of the Federal Government. 

Mr. Atuarpice. | recognize that but it is a problem of the 

Mr. Ciaceetr. Right, very definitely. 

Mr. Morrison. I would suggest it’s more a problem of the State 
and the people. 

Mr. Atiarpice. Except from the point of view that we would have 
to support the utilities until it is taken over, they are taken over. 

Mr. Morrison. The exact form of city government that ultimately 
might be adopted in the event that this bill were passed would of 
course depend upon the vote of the people, what they desire. A ma- 
jority vote in an election duly held. 

Mr. Atiarpice. I have ene other—two other questions on section 
110 (a). In your verbal presentation, oral presentation of the sug- 
gested amendme ‘nt in the last sentence, you said, “and in the discretion 
of the commission, title insurance m: Ly be furnished by the purchaser 
I notice in the printed edition of your remarks, it says, “title insurance 
may be furnished to the purchaser.” This is a little different. 1 
wonder which one you meant. 

Mr. Craccerr. By the seller. The normal procedure is by the 
seller and to the purchaser is the proper. 

Mr. Auuarpice. It should be, title insurance will be furnished to 
the purchaser. 

Mr. Craccerrt. Right. 

Mr. Attarpice. Thank you. 

Mr. Cuacerr. This is left up to the option of the Commission 
because if they do not furnish title insurance, they do have a warranty 
deed of course they will be subject to the litigation. 

Mr. Auuarpice. I wanted the record to be accurate as to what you 
meant. 

Mr. Cuaccettr. I’m glad you brought it up. 

Mr. ALLarpiIce. On sec tion 104(c) (11). In the suggested language 
at the end of it you say, “upon completion of the fourth year of 
operation of such facilities by the operating entity or its successors 
the foregoing provision shall be reconsidered in accord wit} section 
104 of this act.” Now, this is by the Commission—the ( scaieaiaidal 
reconsiders, the Congress, or who reconsiders ? 

Mr. Ciaceetrr. The Commission—in the sense that the Commission 
is obligated to pay those funds and—that is, according to this recom- 
mendation. And with that point, it would start the 5-year cash sub- 
sidy at $36,000 if the—if it felt on review that the hospital is still not 
quite on its feet. In other words, this represents an average deficit 
at that time. Then this may be reduced from $36,000 down to zero 
over an additional 5-year period as provided in this other section for 
the other conditions. In other words, $36,000 at 20 percent per year 
for an additional 5 years down to zero. 

Mr. ALLARpICcE. You mentioned in your testimony the problem of 
attracting industry to the town in order that it avoid being feder: ally 
dependent—or dependent rather upon a Federal industry. Has the 
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community council or the Chamber of Commerce taken any steps to 
plan a campaign of attraction / 

Mr. Ciacecerr. The council very definitely has and Vd rather not 
speak for the chamber since they are going to appear tomorrow 
and could perhaps present their own recomendations on this score. 
As I say, the council has, we have appointed a committee which—on 
which are represented commercial operators and labor bargaining 
units and management representatives. This committee at the pres- 
ent time is getting at this qeustion from rather fundamental angles. 
That is—they are going at it from the point first of studying the needs 
of the community for transportation facilities, as recognized, we have 
no through highway connections. We have—the only railroad connec- 
tion is the federally owned railroad and of course no airport which is 
usable by the city, so one of the things they are studying is transpor- 
tation facilities which will be necessary for bringing in industry. 
Another one is the study of economic data. In other words, the usual 
run of things is to what is our payroll, labor market, retail outlets and 
that sort of thing, in order to interest people here. Water transpor- 
tation, another transportation facility I didn’t mention. 

Mr. AuLarpice. On page— 

Mr. Cuaccerr. I think the third one escapes me. There's a third 
one, 

Mr. Aunarpice. I suppose the experience of the supporting indus- 
try, stores and photographie shops and other retailers would give 
some indication of the type of market here for them. 

Mr. Ciaccerr, Well, of course we know what the payroll is and 
nominally speaking for a city of this size it’s large. We also do know 
from post office money order receipts the amount of business that goes 
outside of the area. This has been rather tremendous in the past. 
In fact, it is probably the inducement which brought Sears, Roebuck 
into the area with a $2 million store. There certainly is at least an 
excellent retail market. It’s rather common I should say for people 
of Richland to migrate to Portland, Seattle, or Spokane for week- 
ends to do their shopping. May I make one further point on this 
score ? 

This business of industrial development, in order to put the com- 
munity on its feet, is one that’s extremely important to the people of 
the community. We hear the old expression that this is a one-industry 
town. Well, of course there are lots of one-industry towns—particu- 
larly in the West, but the unique nature here is the fact that the 
industry is dependent upon Congress instead of the economic nature 
of the community, which makes it perhaps more uncertain. 

Mr. Autnarpicr. I have one more rather detailed question, then one 
general and I’m finished, Mr. Chairman. On section 112, page 31, 
the suggested additional language on line 5 after the word “prescribe” 
would be “and the provisions of the existing lease and/or leases shall 
be extended for 1 year.” Now, this would commit in effect, the 
purchaser who becomes a landlord to the terms of the lease of the 
Government, would it not? Do you think that landlords could afford 
those terms ? 

Mr. Cuaccerr. This is given in general terminology rather than 
detail and it’s now intended to cover, for example, such things as the 
present lease requires leaving your house within 30 days after you 
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leave your job on the project, or something to that nature. It is to 
cover the normal provisions of protection between the landlord and 
tenant, full property damage. In other words, no one is going to want 
to buy a piece of property occupied by a tenant which—and the pur- 
chaser unable to get occupancy for a year’s time. During that year’s 
time, that tenant can do anything with the property. Since, by the 
legislation, he can stay there regardless of what lease the new pur- 
chaser might make with him. 

Representative Coir. Of course, if he’s allowed to remain for a year 
that continues to be under the same conditions and the same obliga- 
tions as exist at the time of the establishment of the ownership in a 
new person. I think there’s no question but what your point is well 
taken. 

Mr. Ciaceerr. It is believed that the fair setup was not to try to 
change the conditions in any way. 

Repr esentative Corr. That’s indicated by the expression of the pro- 
posed bill that the rental will be the same. And, of course, all the 
other terms of the lease should remain in force, | would think. 

Mr. Morrison. They should be expressed, I believe. It’s a matter 
of law. 

Mr. Craccerr. The lease term should be expressed—in addition to 
rent; I would recommend that. 

Mr. Morrison. Could not this be covered by simply stating 

Representative Corr. That stuff’s too little. Let’s get some bigger 
things. We’re agreed onthat. It'll be changed. 

Mr. Atiarpice. O. K. I have just one more question—that is I 
take it regardless what Oak Ridge, your sister atomic city wants to 
lo, you believe it is certainly the view of the majority that we should 
proceed as rapidly as possible to put in effect disposal legislation. 

Mr. Craacerr. I think I can honestly say that people of the com- 
munity have had an opportunity to study the legislation. We’ve been 
very unhappy over the fact that we could not have been considering 
it during the 6 months’ time instead of a shirter period, but there's 
nothing particular to be gained by delay other than more uncertainty. 
And that therefore, we should make a determination one way or 
another at the earliest possible date. 

Mr. Auxarpice. That’s all the questions I have, Mr. Chairman. 

Representative Corr. Mr. Norris? 

Mr. Norris. Do you have any suggestions to make in case the Rich- 
land portions of this bill should be separated from the Oak Ridge 
portions ¢ 

Mr. Ciaccerr. Suggestions to make—specifically what—— 

Mr. uae In respect to the provisions of the bill itself as to how 
it should be worded in that case. 

Mr. Craceerr. As I understand—— 

Mr. Norris. Well, first let me ask if you’ve ever considered the 
problem. 

Mr. Ciaccerr. Yes, we’ve considered it—in fact we’ve considered 
it all along in the sense that we felt that due to differences in State 
laws and differences in the nature of the communities that from the 
start it would have been better to have provided separate bills for the 
two communities. 

Mr. Norris. Do you have a suggestion—the suggested possibility ? 

Mr. Craccerr. So far as separation is concerned, simply deletion 
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of the specific provisions covering Oak Ridge plus the recommenda- 
tions which adapt the bill to our Washington State conditions should 
take care of it, possibly with something in the order of an expression 
that there is no intent on the part of the Commission in handling 
separate laws that either community shall be favored over the other— 
that the only reason for having 2 laws is that we have 2 sets of condi- 
Lions that cannot be compromised in a single bill. 

Representative Cote. Mr, Claggett, P’m surprised that you didn’t 
point out to the person who r aised the question the fact that obviously 
this committee, the Joint Committee has competent counsel and persons 

capable of obvious answer to this whole question. You see these con- 

gressional hearings, at least some of them, are conducted on an in- 
formal plane and in an informal manner. We do have a little fun 
as we go along—it isn’t all cat and dog. Excuse the interruption and 
pardon the personal reference, Mr. Norris. 

Mr. Norris. May I make a parliamentary inquiry, Mr. Chairman? 

Representative Corre. I will allow a parlimentary inquiry, but not 
a point of order. 

Mr. Norris. Can I get my homework done out here, please sir? 

Representative Corr. Back to work—back to work. 

Mr. Norris. If you have suggestions which specifically point up 
the needs of Richland, insofar as this—a separate bill might be con- 
cerned, could you forward them to the committee, please. 

Mr. Ciaccerr. Specific suggestions regard the difference in the 
nature of the community, do I understand—— 

Representative Corre. IT think you—I think Mr. Norris’ point is 
quite proper. You should point out specifically wherein your State 
laws are lacking in some respect to adequately cover this situation so 
far as this particular bill under consideration is concerned. 

Mr. N Yorris. Do you feel that the statute which might be passed by 
Congress should require incorporation with the charter of the city 
before a transfer of municipal functions? 

Mr. Criaccerr. Not necessarily a charter, but there must be incorpo- 
‘ation before we have an operating entity to accept responsibility for 
such functions. Maybe Morrison would like to make a comment on 
this. 

Mr. Morrison. I believe, Mr. Chairman, you would need first incor- 
poration, followed by a course—during the process of holding the elec- 
(ion to determine whether the area should be incorporated or not. Also, 
there would be on the ballot, a proposed board of freeholders and then 
the freeholders must prepare a charter and the charter is then sub- 
mitted to the residents for vote to determine whether they should accept 
the charter and until that term is accepted, there is no municipal au- 
thority in the government of the city even though it is incorporated, ex- 
cept for the purposes of furthering its incorporation and attaining such 
authority so there would be a period of time following the incorpora- 
tion of the city but before the charter is adopted, when there would be 
no authority in the city government to exercise the normal municipal 
powers that a city has. So I should think that in that—during that 
period of time it would be wise if authority might be reserved over 
the area by the Atomic Energy Commission. That’s at least one 
thought—there may be other methods of doing it. 

Mr. Norris. My point in raising the question now is that the bill 
implies that there will be a specific municipal authority ultimately set 
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up, but there is nothing in the bill that requires such an authority to 
be set up, and I'd like to get your comments on the necessity of having 
that as a condition for turning over either the utilities or the municipal 
functions. 

Mr. Ciaccerr. There has been some opinion expressed in the com- 
munity—some comment to the effect that they would like to see the 
property sold and the Commission continue to be responsible for the 
operation of the community. Legally, I believe, if the property is 
sold it immediately becomes subject to county ordinance and rule or 
regulation or government by the county commissioners. The awk- 
ward situation here of course is the fact that the county is in no way 
set up to handle an urban area and incorporation. Therefore, lm 
sure the people of the community will find it to be necessary. In other 
words a question not brought out, is the incorporation entirely de- 
pendent upon disposal. As I see it, it will have to come if there is a 
disposal program. 

Mr. Norrts. I realize that the town council not being the official 
voice of the people which would represent the new unit cannot bind 
the people of the new entity in any way. But has the town council 
given any thought to the taxes which would—it would impose upon 
people 

Mr. Morrison. Do you have a town council yet? 

Mr. Ciagcerr. Oh yes, we have a council. 

Mr. Morrison. Town council ? 

Mr. Ciaccerr. City council. We have given a good thought to this. 
Again, it’s been difficult to arrive at conclusions due to the costly con- 
crete data. What is actually our property valued here? So far as 
taxes are concerned, there is a State law that sets the maximum 40-mill 
limit and without a positive expression on the part of the people 
of the community, the taxes cannot go over that maximum. If they 
go higher they must go by vote of the local population. The studies 
have been made with the idea of, will our city be able to operate within 
the State legal maximum tax load and with certain provisions, per- 
haps, including such items as the telephone system if it’s available to 
the community, it should be able to maintain a balanced account. 
That is within the State legal maximum tax load which is assessed 
anyway. 

Mr. Norris. That legal tax load is only as to real estate; is it not? 

Mr. Craccerr. Right. 

Mr. Norris. Aren’t there other taxes you can impose too? 

Mr. Ciaccerr. In this State I believe Mr. Morrison can probably 
elaborate further. The State reserves, I should say, a great deal of 
the tax powers and very little is left to the city. The additional sup- 
port comes essentially not from 

Mr. Norris. Let the records show that Mr. Morrison gasped at the 
word “reserves.” 

Mr. Ciacerrr. What happens is the State assesses additional taxes 
such as a sales tax, gasoline tax, license taxes, and so forth, and returns 
by designation of the State legislature, certain portions of that to the 
city and to the county. Now, as I understand there is going to be 
pressure in the next session of State legislature to reduce some of this 
money returned to the city, so this will be a problem to all the cities 
in this State including Richland if such is the case. Do you wish to 
comment further on the tax situation, Mr. Morrison ? , 
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Mr. Norris. This means then that the only tax that you as a gov- 
erning body of the city could impose would be the real- estate tax. 

Mr. Cuiaccerr. There are a couple of others—what’s the situation 
of the amusement tax, Mr. Morrison? 

Mr. Morrison. Let’s say you couldn’t impose that—you could im- 
pose a sewer tax. 

Mr. Ciaccerr. Thank you. That’s the problem. A number of 
cities do, I might say. 

Mr. Norris. Has the town council studied any of the techniques for 
financing the sale of individual residential plots? 

Mr. Ciaccerr. Techniques for financing as far as the disposal pro- 
gram is concerned ? 

Mr. Norris. Yes, sir. 

Mr. Ciaccerr. Well, yes—to answer directly, yes it’s considered. I 
can’t give you much information on the results. Of course, the ques- 
tion is definitely raised regarding whether or not sufficient private 
capital funds will be available to carry out such a disposal program 
over the period of time provided for in the legislation. I am not in 
a position to give you an answer on it. Does this answer your ques- 
tions insofar as financing, or do you wish to pursue further—what 
do you mean / 

Representative Corr. T think that’s answerable by indicating that 
you don’t have the answer. 

Mr. Ciaaeerr. O. K. 

Mr. Norris. Has the town council given any thought to an expres- 
sion of the level of operations that it thinks the city or the entity 
taking over should keep up in running the city, fevetdhing services / 

Mr. Ciaacerr. We are not going to ‘attempt to speak for the school 
system as they are going to be well represented tomorrow. As far as 
the hospital is concerned, we feel our provision should provide the 
same level of service. So far as the city is concerned, and well, let’s 
say so far as the hospital, we believe that this report will be brought 
and corroborated by the study being made. So far as the city is con- 
cerned, our studies were more or less based on the question of main- 
taining present level of service as to whether income would meet 
expenses. There may be necessary reductions in some fields, but no 
great reduction required. 

Mr. Norrts. So that if language were written into the bill, the new 
entity must at least maintain current level of operations and in some 
respects that will be satisfactory—— 

Mr. Craccerr. Oh, no. 

Mr. Norris. You’re objecting to that as a condition for receiving 
a subsidy. 

Mr. Cuaccerr. Our condition that our income should meet our ex- 
penses is largely based upon using practically all the sources of in- 
come available. This leaves the hazard of emer gency, and therefore 
we fee] that a requirement for level of service should not be a condi- 
tion of the subsidy. But the community itself should be in a posi- 
tion to determine what level of service they want and—— 

Mr. Norris. Aside from the problem of emergency which is also 
merely a drafting problem, wouldn’t the other be satisfac tory? 

Mr. Craccerr. That the Commission require a given level of service, 
vou mean / 

Mr. Norris. Yes, sir. 
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Mr. Chaccetrr. Not so far as we're concerned. 

Mr. Norris. I have only one last question 

Mr. Cuaccerr. In other words, let me elaborate one point. Again 
we feel that this should be whole hog or none. If the Commission 
releases the community, QO. K.., it ought to be turned over to the people 
for their own self-determination. 

Mr. Norris. Then you don’t think that in return for giving a free 
system of utilities, the city should undertake to maintain the utilities 
and the other municipal services at the same level which they received 
them / 

Mr. Ciaccrerr. The condition of free disposition of these facilities, 
as far as we're concerned, is simply part of the payment for the haz- 
ards of our situation here, and should not be a requirement upon the 
level of service. In other words, definitely, to sell a piece or buy a 
piece of property in Richland at the present time, it would not have 
a normal market. And the free donations of these utilities is recom 
pense to the city for the hazard of the operation 

Representative Coir. I have a point—it seems to me it’s very inter- 
esting, the subject of discussion, but I don’t see how you as a city 
council or your successors are going to be able—are in a position to 
legally bind the council and the voters who might come along behind 
you. 

Mr. Ciaccerr. Right. 

Representative Cote. I don’t see how the Commission can put in 
any deed of property, the home or store, a condition that the govern- 
ment, a council governing that body, that entity in which the home 
or the store is located were maintained— the utilities—at the same level 
that exist at the time the title is transferred to the private owner— 
[ just don’t see how it can be done. Perhaps my very competent 
legal counsel knows of some legislative way of doing it, but I don’t. 
How are we going to do it? Leave him out of the argument—you’re 
arguing with me. How're we going to do it? 

Mr. Norris. ’m asking him. I’m asking questions now— 

Representative Core. What's the use of asking questions if the 
answer won't provide you with anything helpful. I don’t say I’m 
right—you may be entirely right. 

Mr. Norris. I want to find out how far they are objecting to that 
one clause on which they raised questions. The last question I 
wanted to ask Mr. Morrison was if he found anything in the pro- 
visions of the statute suggested here which disagree with the Wash- 
ington State requirements. 

Mr. Morrison. [ll answer that—shall we say without an answer, 
becnuse I have not had an opportunity to examine this proposed 
legislation, in fact I was not until 4:30 last night aware of the fact 
that I'd even be here, so until I have an opportunity to study it, I 
couldn't express an opinion on that subject, sir-—— 

Mr. Norris. Did not you ask that the benefit of the study ¢ 

Mr. Morrison. I am endeavoring to peruse over it as we have dis- 
cussed with that perhaps in mind. 

Mr. Criaccerr. I've been reminded, if I may, of one additional 
point that I negelected to state and that is that an appraiser in evalu- 
ating a market for a piece of property takes into consideration the 
conditions of the property which include the utilities, street sewers, 
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and so forth, provided. While these are turned over to the com- 
munity, the individual purchaser is in a sense buying these items 
because they do affect the value of the property. 

Representative Core. But that doesn’t necessarily mean that those 
utilities are going to be maintained at an adequate and proper level. 
Course, you're quite right that the owner of the private home has 
an interest—proprietary interest—in the utilities that serve us, but 
that doesn’t mean that those property owners couldn’t, nevertheless, 
let the utilities go to pieces. 

Mr. Cuiaaceerr. True. 

Representative Corr. The likelihood is it is very doubtful of course 
that they would. 

Mr. Cuaccerr. This should be subject to their own choice. 

Mr. Norris. I don’t know why the deed turning them over from 
the Commission to the city can’t require some condition like that, 
or why appropriations or other payments can’t be so conditioned. 

Representative Corr. One final question. Do you know, so far 
as you know, in the preparation of this bill, H. R. 8861, did anybody 
from the Commission or Commission representatives collaborate with 
you or with the city council in the preparation of the bill ? 

Mr. Cxiaccerr. No sir—no, we 

Representative Cote. Just the answer’s “No.” Was there any 
collaboration or discussion between AEC representative and you on 
the problem of disposal ? 

Mr. Cuaccerr. We had available to us, of course, the publicly re- 
leased studies which were made on the feasibility of the sale. I 
would say, relatively speaking, that we received no information other 
than what was contained in these reports. 

Representative Coie. Those feasibility studies were the results of 
the survey you mentioned earlier in the evening and studies made 
by the Commission independently of any collaboration with the city 
of Richland council. 

Mr. Cuaceerr. Right. 

Representative Cote. Very well—I might as well do it now. Mr. 
Wilfred Johnson was unable to be here this evening, and as you know 
he is the—is he here? Pardon me, if he’s here. I understood he was 
unable to be here, and for that reason had furnished me with a state- 
ment—his statement on this subject is to be placed in the record. Be- 
‘ause of the hour, and the number of pages of his statement, since—-in 
spite of the fact that he is in the audience, I’m not going to ask him 
to read it or deliver it, because it’s rather long. However, it will be 
included in the record and available for publication. I’m sorry, Mr. 
Johnson. I didn’t realize you were sitting there in front of me. 

(The statement of W. E. Johnson follows :) 





STATEMENT OF W. E. JoHNnson, GENERAL Manager, Hanrorp Atomic Propucts 
OPERATION, GENERAL ELECTRIC Co., ON PROPOSED LEGISLATION TO EFFECT DISPOSAL 
OF GOVERNMENT-OWNED COMMUNITIES AT OAK RIDGE, TENN., AND RICHLAND, 
WasH., AS EMBODIED IN H. R. 8861 ANp S. 3324 


My name is Wilfrid E. Johnson. I am the general manager of the Hanford 
Atomic Products Operation of the General Electric Co. 

I greatly appreciate the opportunity of coming before this committee and wish 
to thank you for your courtesy in extending this privilege. 

This is a complicated. bill, introduced in the Congress only after prolonged 
study and thought. That this is true is evident from the merest inspection of 
the bill. While I will have some things to say which might at first seem critical, 
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I assure you that it is not our intention to be so, but rather we have come here 
in the hope that our rather long experience as community management contrac- 
tor in Richland may enable us, in some small measure at least, to be helpful. 
The work which has gone into this bill can, we feel sure, provide the framework 
for an entirely feasible disposal program. 

Our involvement with the community of Richland goes much deeper than the 
performance of our tasks as community management contractor for AEC. 
Seventy-eight percent of the total General Electric work force at the Hanford 
plant lives in Government houses in Richland ; and 87 percent of the Government- 
owned housing units are occupied by General Blectric employees. Our chief in- 
terest in the disposal bill is in the realization of its expressed policy to make dis- 
position of the Government properties in Richland by such means and in such 
manner as “not to impede the recruitment and retention of personnel essential 
to the atomic energy program.” As prime contractor at Hanford works, we must 
do our job expeditiously and well; and our mission here would undoubtedly suffer 
if the transition to private ownership caused disruption in the life of the com- 
munity. In addition, we are interested, as the major employer in Richland, 
in seeing that the provisions of the bill do not produce inequities of risk taking 
among our employees. 

There are some aspects of the program such as the sale of commercial prop- 
erties, banking and credit problems, and the long-term financial future of the 
hospital—to cite a few examples—which present questions which lie more prop- 
erly within the province of others. We do not wish to be understood as neces- 
sarily agreeing with the bill in its treatment of these matters; but to keep this 
statement within proper limits we have largely confined ourselves to the area 
in which our greatest interest lies—the impact of the bill upon the residents of 
the community of Richland. 

The disposal of Richland is, of course, a marketing operation of very broad 
scope involving thousands of persons and thousands of properties. Unlike some 
cases in which mass sales are undertaken, it is not positively known that a 
demand exists in great depth nor, with any degree of accuracy, what prices and 
conditions of sale are likely to evoke an enthusiastic and widespread response. 
Further than this, since the bill does not contemplate negotiation and the setting 
of prices and terms by mutual agreement, or person-to-person selling, the uni- 
lateral establishment of price and terms which the bill makes necessary will 
very definitely determine the pace and smoothness of the disposal program. We 
do not say that sales upon prices and terms fixed wholly by the seller cannot 
be carried out successfully and with general good will among all concerned. 
We do not doubt that they can. But we do wish to emphasize that the conditions 
and terms of the sale must be such as to bring about a meeting of the minds of 
the two parties if the sale is to be successfully accomplished. 

The provisions of the bill which I would like to discuss with these considera- 
tions in mind deal with financing, indemnity against deficiencies on defaulted 
mortgages, and the determination of selling prices. Following this, I will touch 
briefly upon the priorities set forth in the bill and the subsidies for the new 
corporate entities. 

FINANCING 


After considerable study, we have reached the conclusion that the financing 
provisions of the bill do not give prospective purchasers an adequate oppor- 
tunity to arrange for their mortgage loans, and that for the reasons hereinafter 
set forth, the Joint Committee may wish to consider certain revisions of this 
feature of the bill. 

Except under section 111 (a) with respect to “deferred sales,” which are to 
be for cash after a 3-year contract period, the bill provides that all sales “shall 
be for cash, and the buyer shall arrange for necessary financing.” The first 
customer contact contemplated by the bill is a formal offer to sell by the Govern- 
ment, “identifying the property to be sold and stating the terms and conditions 
of sale and the date of the offer.”’ The response to this offer, referred to in the 
bill as the “exercise of priority rights,” must be made within 30 days. The 
bill further provides that “priority rights shall be exercised in such form and 
manner, which may include the making of a deposit, as the Commission shall 
prescribe.” Clearly, what is intended is that the “exercise of priority rights” 
shall be an unqualified acceptance of the Government’s offer to sell and an assent 
to be legally bound to the Government to complete the sale in accordance with 
the terms of the offer. 
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The question arises whether the Government can reasonably expect the pro- 
spective purchaser on such short notice as 30 days to enter an unconditional 
obligation to purchase for cash. He could not, of course, make a bona fide 
application for a real-estate loan until the property, appropriately described, 
was offered to him for sale at a stated price. It is true, probably, that some 
individuals might procure advance commitments from banks largely on their 
personal credit and standing, but where thousands of persons in the same 
community are seeking to borrow at the same time, nearly all of them on the 
basis of the specific security they can offer, such transactions of an anticipatory 
nature should be relatively few. Assuming, as I think we must, that in the 
general run of cases borrowers would have to await the receipt of an offer from 
the Government before applying for a loan, the bank in all probability, would 
require 2 weeks to examine the applicant’s credit, character, and prospects. 
If the bank viewed the application favorably, it would then apply to FHA or VA, 
which would need at least the balance of the 30 days to investigate and consider 
the matter. Meanwhile, the prospective purchaser would hardly dare to cominit 
himself merely in the hope that his loan would be granted. If he did and the 
loan were denied, he would be guilty of a breach of contract for which he would 
be liable in damages. This situation could be particularly difficult with the 
Government as the aggrieved party, in view of the rule that the Government 
cannot forgive its debtors, in whole or in part, and must enforce all existing 
obligations owed to it, unless of course, express statutory provision is made fer 
relief from such contracts. 

Section 111 (b) of the bill, as now written, tends to obviate the problem, but 
only with respect to some applicants for mortgage loans. It is here provided 
that “in the event that the Commission finds that financing on reasonable 
terms is not available from other sources,” the Commission may itself extend 
credit and accept purchase-money mortgages. With reference to this provision, 
the Commission has stated to the Joint Committee that: 

“* * * the Commission feels it necessary to recognize the possibility that the 
ability of private lenders to absorb the very large volume of mortgages resulting 
from mass sales at Oak Ridge and Richland may be exhausted before demand is 
satisfied. Accordingly, the Commission, although reluctant to do so, has felt it 
necessary to request authority to engage in certain forms of direct financing of 
sales of residential property if private financing should prove insufficient.” 

It would seem quite clear, not only from the language of the bill, but from the 
statement of AEC as well, that the intended test as to whether AEC should 
accept purchase-money mortgages lies in the ability of private lenders to furnish 
the necessary funds to borrowers. This may not be realistic. It is entirely 
possible that private lending on a selective basis to applicants with established 
high credit ratings would be carried on at the same time that loans were being 
denied to persons having moderate credit standing or who had never sought 
substantial credit before. The willingness of private lenders to extend credit 
to all priority-holders who can really qualify for a loan, albeit with no great 
margin to spare, should furnish the real test. It seems to us that unless the 
authority of the Commission to accept mortgages is considerably liberalized, 
it could not safely be relied upon by the man who needs a loan to complete his 
purchase and must give his answer to the Government in 30 days. 

At first thought, it would seem that the purchaser might find a way out by 
giving an acceptance to the Government offer which was conditioned upon ob- 
taining financing. The difficulty here, however, is that the purchaser would 
lose his priority, since his conditional acceptance would not be responsive to 
the offer and he has no authority, merely by his own action, to extend the 30-day 
period fixed in the offer. Nor does it seem possible for the Commission to vary 
the rigors of the prescribed procedure, since the Commission’s rulemaking power 
must be exercised consistently with the disposal sections of the bill. which would 
seem to require the making of a legal contract, by offer and acceptance, within 
30 days. Although we think a better solution is available, which I will discuss 
presently, it would be possible, we think, to dispose of the immediate problem 
by revising the bill to state that the exercise of a priority does not create a 
legally binding obligation; or the bill might authorize the Commission so to 
provide by rule. 

We think that probably the most desirable solution of the problem lies in 
giving priority holders a very short time—say 10 days—during which they may 
exercise their priorities by signifying their interest in the premises, but without 
becoming legally obligated to buy. Thereafter, the priority holder should be 
given SO days to negotiate his loan and enter into a contract to purchase, the 
closing to take place within 30 days from the date of the contract. Meanwhile, 
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after the first 10 days, properties not taken up by the exercise of a priority 
could be offered to the next class of priority holders. We recognize that the 
administration of such a system would be quite different from that proposed in 
the bill. I have with me copies of a chart which we have prepared of the 
steps involved and the time consumed by the various steps in both systems. 
J should be very pleased to turn these charts over to the committee and answer 
any questions about them which you may have. They are somewhat detailed, 
and for the moment at least, I should like to pass over them with only a general 
statement concerning what they show. 

These charts indicate that under the suggested plan, which would give the 
people two additional months te arrange for their mortgages, the entire list of 
priorities could be exhausted in 8 months less time than under the bill and a 
second offering of all properties as to which priorities were abandoned could 
be completed in only 10 days more than the total time now contemplated under 
the bill. The reason the figures work out this way is that under the bill 30 days 
must elapse, plus whatever time is necessary for the clerical effort involved, 
before an offering can be made to the next class. Under the plan suggested, 
this time is cut to 10 days, plus the time for clerical work. Thus, the time 
between the successive offerings to the various Classes is reduced materially, 
and the time allowed for arranging financing begins to run much sooner for the 
classes lower down on the list. While the suggested system requires 2 stages in 
the priority sales as against 1 for the system set forth in the bill, we are 
convinced that the proposed plan would not cost any more, and except for the 
10 days on the second round that I mentioned, ought not to take any longer. 
By prescribing, as the bill does, that the exercise of a priority and the creation 
of the obligation to purchase are one and the same act, failure of the priority 
holder to act on the Government offer within 30 days is the only circumstance 
which could make a house available to other lower down on the priority list. 
Under the suggested plan, there are two such possibilities: Failure to signify 
interest in the property; and failure to enter into a contract to buy. Under 
the latter plan, a second offering would be necessary to make properties available 
to the lower priority holders after higher priorities had been abandoned at the 
end of 90 days. As I think the summaries we have prepared show, the second 
offering can almost be telescoped within the time required by the operations 
contemplated by the bill, with the result that little time is lost. 

We feel very strongly that some such change as this should be considered 
to give prospective purchasers the time they really need to arrange their mort- 
gage loans. In addition, it would appear to be desirable for the Commission to 
be authorized to accept purchase-money mortgages whenever it deemed such 
action warranted by the circumstances. 

I should like to comment briefly on the financing problems of prospective pur- 
chasers who seek deferred sales under section 111 (a) of the bill. This device 
is included in the bill for people who are unable to make a downpayment. Under 
this plan, the buyer would become unconditionally obligated, within the 30-day 
period provided, to purchase the property; but by making payments over a 
3-year period, such a purchaser could build up an amount to his credit equivalent 
to a downpayment. He would. of course, be paying interest on the entire 
purchase price during this period. At the end of the period when the downpay- 
ment was being accumulated, the buyer would then be obligated to purchase for 
cash, as the others were 8 years before. The only trouble with this arrange- 
ment which I can foresee, might arise if the buyer could not obtain a loan from 
a bank and the Commission feit the man’s credit did not warrant accepting his 
mortgage. We think that the bill should provide that at this point the buyer’s 
obligation should be released. 


INDEMNIFICATION AGAINST DEFICIENCIES 


Section 110 (b) of the bill provides for indemnification of purchasers of resi 
dential property, in certain cases, against further loss in the event they are 
unable to keep up their mortgage payments. The obstacle which this section is 
intended to overcome or lessen, arises from the character of Oak Ridge and 
Richland as one-industry towns. now sustained by Government enterprises, | ut 
whose future existence may depend upon nuclear technology, and upon trends in 
international affairs. For the reasons hereinafter stated, we believe that this 
section of the bill does not adequately take into account the very substantial 
variations in risk this would be assumed by different groups of employees and 
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that it does not provide a sufficient motive to prospective purchasers to assume 
these risks. 

The bill provides for the payment by the Commission of deficiencies upon 
defaulted mortgages in the event that the number of plant and research em- 
ployees at Richland should decrease by 25 percent and continue at such a level 
tor 6 months or more. We believe that the designation of a percentage employ- 
ment level as a criterion for a relief of a homeowner is unsound under either 
a buy-back provision or a no-deficiency judgment provision. 

Our reason for making this statement is that any reduction of work in a one- 
industry town will fall most heavily, from the standpoint of layoffs, among 
people who occupy the lower priced housing. As a consequence, the vacancies 
in such housing will be far greater, percentagewise, than the vacancies in the 
higher priced homes and the relative drop in real-estate values would be much 
more drastic. It seems to us that this provision, then, puts an undue propor- 
tion of risk on those people who are least able to afford it. 

As constructive suggestions, it seems to us that, if the committee wishes to 
take into account the variations in risk that will be assumed by different groups 
of employees, there are perhaps two practical ways in which this risk may be 
mnitigated. One method would be to provide a simple buy-hack guaranty without 
the imposition of any employment level as a criterion. The second method 
would be to discount the purchase prices at the time the houses are offered for 
sale, taking into account the higher risks that would necessarily be assumed 
in the purchase of the lower priced houses. 

Now, with respect to the deficiency judgment provision written into the pres 
ent form of this bill, it seems to us that under conditions of unemployment such 
aus the bill contemplates, the mortgage debtors would, in all probability, be ac- 
corded relief under the Washington State deficiency judgment statute, which 
provides that the court may take judicial notice of economic conditions and 
offset the fair value of the premises against the mortgage debt, in whole or in 
part. Section 110 (b) of the disposal bill, therefore. would seem to provide 
the homeowner merely with a second line of defense that perhaps is unneeded. 

Apart from the inadequacies of the relief provided by the biil, it will be noted 
that the deficiency judgment provision puts a premium on long-term debt and 
penalizes the man who pays cash or who chooses to assume a short-term mort- 
gage. This does not appear equitable. 

Another significant point is that, by its own terms, the deficiency judgment 
statute of the State of Washington does not afford relief to a mortgagor under 
au mortgage held by the United States or by any of its agencies. Since the 
Commission may become the holder of purchase-money mortgages, it would 
seem appropriate that the bill authorize the AEC to insert terms in such mort- 
yages Which would put the Government in no more favorable position than 
that occupied by a private lender under the locai deficiency judgment laws. 


DETERMINATION OF SELLING PRICES 


We cannot help but feel that the pricing provisions of the bill could be made 
plainer, with advantage to all concerned. Section 105 (c¢) provides that the 
“property Shall be disposed of on such terms and conditions, consistent with 
sections 105-112 of this title, as the Commission shall prescribe in the national 
interest * * *.° Section 118 (d) provides that “determinations authorized by 
this title to be made by the Commission as to Classification, valuation, priorities, 
prices, and terms, and conditions of sale of property disposed of under sections 
105-112 hereof shall be subject to review only in accordance with such pro- 
visions for administrative review or reconsideration as the Commission may 
prescribe.” The foregoing strongly implies that AEC would be authorized to 
determine selling prices, but is equally clear, however, that this power is limited 
by the provisions of sections 105-112. Section 108 (a), the part of the provisions 
referred to which is pertinent here, states : 

“The Commission shall secure such appraisals as it deems necessary of prop- 
erty which is to he sold pursuant to sections 105-112 of this title. The ap- 
praised value shall be the current fair market value of the Government’s interest 
in the property. * * * Such appraisals shall be made by the Housing and Home 
Finance Administrator or his designee.” 

Section 108 (b) provides that “the sale price to priority purchasers shall 
be the appraised value,” less 10) percent and less the value of structural 
improvments made by tenants. 
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We would like to believe that the Commission would be authorized to deter- 
mine the selling prices, after examination of the appraisal, which would be of 
advisory force only; but we do not believe that this is what the bill says. 
Reading together all of the provisions quoted above, it would appear that the 
intention is to give the appraisers final authority to determine prices and it 
seems to us that in this respect an undesirable division of authority is 
created. It is our opinion that the determination of the appropriate selling 
prices should be controlled by the agency responsible for the success of the 
disposal program as a business transaction and not by those who can offer only 
expert exidence, valuable as the opinions of specialists may be. Only by the 
exercise of business judgment and discretion, we think, can selling prices 
be determined which are both fair to all parties and attractive to the prespective 
purchasers. 

The provision that the appraised value “shall be the current fair market value” 
does not seem to us to be appropriate. There is no real-estate market in 
Richland. If it is decided that appraisals are to control the determination of 
prices, we feel rather strongly that the standards of value to be used by the 
appraisers should be set forth in the bill: and if it is intended that market values 
in surrounding or in comparable areas are to be used, the bill itself should spe 
cifically state all of the reductions which should be mandatorily applied, as 
has been done in the case of the two reductions now in the bill. 

It is true today, and will probably remain true for many years, that Richland 
is essentially a residential community without commercial foundation or sup- 
port—except for the one industry which brought Richland into existence and 
the enterprises which cater to its needs. Fundamentally, Richland is some- 
what like Montelair, N. J.. or Great Neck, N. Y., communities which afford 
very pleasant places to live and raise families, but with no more industry, trade, 
or commerce than is necessary or convenient for the uses of the inhabitants 
themselves. Such communities as these have high taxes and will continue 
to have high taxes unless and until their essential character is changed. This 
same premise must be recognized in Richland, for the foreseeable future. 

Another problem that Richland will probably face in the future is the effec- 
tive diminution of the subsidy payments to the community because of inflation. 
This, together with the residential nature of the community, will tend on a long- 
term basis to result in high taxes on residential real estate. The foregoing, 
coupled with the risks assumed by purchasers of different classes of real estate, 
are, we believe, two of the factors that should be given serious consideration 
in the establishment of prices. Of these two, the most important, in our opinion, 
is the variation in risk falling on the different classes of residential property 
that will be offered for sale. 

Thus, the risk to a mechanic or a laborer living in a prefab, we believe, 
is relatively far greater than the risk borne by a supervisor who purchases a 
higher priced home, since fluctuations of the work foree tend to fall more 
heavily on the direct workers than upon the supervisory force. Recognizing, 
then, that even moderate layoffs might cause very substantial drops in the 
market values of prefabs, for example, it seems to us most urgent that these 
inequities in risk-taking be recognized in the bill, either by providing a simple 
buy-back provision with no specified level of employment or by discounting 
the purchase price preferentially on those classes of property that represent 
the greatest risk. Certainly it would seem evident that local lending agencies 
would consider the variations in risk in the different classes of real estate 
and this will undoubtedly influence the extension of credit, unless the bill 
provides a straight forward buy-back. 

It is our conclusion that these major elements ought to be taken into eon- 
sideration in establishing selling prices which are realistic and which are likely 
to evoke an enthusiastic response. We recognize that the provisions of the 
bill prescribing the sale of property by competitive bidding, after all priorities 
have been exhausted, are designed to permit the Commission to dispose of these 
properties at prices the people are willing to pay, if it should develop that they 
were unwilling to buy at the prices initially established. This can hardly be 
regarded as an appropriate substitute fer pricing the houses to sell on a broad 
scale in the first instance, and in view of the stated purpose of the bill to effect 
the sules equitably and withont disruption of the community, these sales at 
auction should more properly be regarded as a mere salvage operation. In fact. 
we think that unless sales of this type on a large scale are made unnecessary. 
revere depreciation of the market value of houses already purchased will develop. 
If it shonld he decided that sale prices are not to be set in the Commission’s 





32 DISPOSAL OF GOVERNMENT-OWNED COMMUNITY 





discretion, nor standards prescribed for reaching appropriate sale values by 
appraisal, the bill should at least provide readily accessible financing to en- 
courage participation in the early offerings of property. By this we mean that 
the Commission should be given discretionary power to furnish the financing 
and to hold mortgages which could later be sold for cash to financial interests 
at prices and at times that will be in the best overall interests of the Govern- 
ment. This approach might have an important effect upon the disposal of the 
majority of the houses without running the risk of severe inequities that 
otherwise might be created by the depreciation of real estate values incident 
to the sale of large numbers of houses on a competitive bid basis. 





PRIORITIES 


The priorities prescribed in the bill for the sale of residential property are, 
in the main, in harmony with our project housing rules and accord with general 
expectations in the community, with one comparatively minor exception: The bill 
does not give either first or second priority to single persons who have occupied 
houses, in most cases for several years, in accordance with project housing 
policy. Section 108 (c) requires holders of these priorities to be “heads of 
families.” We presently have houses leased to 27 single people, whose priority 
rights, we think, should be recognized. 


SUBSIDIES 


The question of subsidies to be provided for the new corporate entities which 
will operate in Richland after incorporation is a major matter which we feel 
sure will be presented to the Joint Committee by others whose interests will be 
more directly affected. However, I should like to comment briefly upon the 
controls governing the individual subsidies and upon the overall controls affect- 
ing the entities in the aggregate. First, we have examined sections 104 (c) (i), 
(ii), and (iii), the subsidy provisions for the schools, hospital, and the city, and 
ure of the opinion that the method of determining annual subsidy payments 
affords no incentive to decrease costs or increase revenues, as improvement of 
either kind would have the effect of decreasing annual subsidies for future years. 

We are also inclined to believe that a more feasible substitute should be 
found for the limitation in the aggregate on subsidies to entities at Richland, 
as provided in section 104 (c) (iv) of the bill—or the requirement dispensed 
with altogether. Doubts have arisen not only as to the feasibility of the section 
from a legal standpoint, but as to its practicability as an operating rule. 

The terms and purpose of the limitation are succinctly stated by the Commis- 
sion in the commentary on the bill which it; has furnished the Joint Committee: 

“At each city an overall limitation is imposed. In the event that facilities are 
transferred to different entities, the payment for each entity is computed sepa- 
rately, but the aggregate of separate payments thus eomputed cannot exceed the 
payment which would be payable if computed in a unitary way on all municipal 
facilities transferred. This is achieved by * * * section 104 (ec) (iv) at Rich- 
land. This limitation will come into play only if one of the transferees has a 
surplus. * * * At Richland such a surplus is not now anticipated, but may be 
possible. The Commission feels that since schools, hospitals, and other municipal 
facilities all serve the same community, it should not be required to pay a 
contribution for schools, for example, to the extent that the city can make 
revenues available for this purpose. Moreover, it feels that if such available 
revenues exist, the burden should be on the residents to find means of applying 
such revenues where they are needed.” 

To put the matter in concrete terms, let us suppose that in a given year 
during the transition period the school district and the city incur their antici- 
pated deficits, but that the hospital district, through extraordinary economies, 
community fund-raising activities, gifts, and legacies, manages to show a surplus. 
Under the bill, the hospital district would be expected to donate its hard-won 
surplus to the school district and to the city. What the legal basis might be 
for such a disbursement of funds by a municipal corporation is not indicated. 

The practical effect of the rules we have adverted to would be to stifle the 
natural incentives which any particular entity might have to improve its 
performance or to achieve a surplus and, all in all, it does not appear that enact- 
ment of the limitations in their present form would be really worthwhile. 
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APPENDIX 


REVISED CODE OF WASHINGTON 


61.12.060 Judgment—Order of sale—Satisfaction—Upset price——In rendering 
judgment of foreclosure, the court shall order the mortgaged premises, or so 
much thereof as is necessary, to be sold to satisfy the mortgage and costs of the 
action. The payment of the mortgage debt, with interest and costs, at any time 
before sale, shall satisfy the judgment. The court, in ordering the sale, may 
take judicial notice of economic conditions, and after a proper hearing, fix a 
minimum or upset price for which the mortgaged premises must be sold. 

The court may, upon application for confirmation of a sale, if it has not 
theretofore fixed an upset price, conduct a hearing, establish the value of the 
property, and as a condition to confirmation, require that the fair value of the 
property be credited upon the foreclosure judgment. If an upset price has been 
established, the plaintiff may be required to credit this amount upon the judg- 
ment as a condition to confirmation. If the fair value as found by the court, 
when applied to the mortgage debt, discharges it, no deficiency judgment shall be 
granted: Provided, That the foregoing provisions shall not apply to a mortgage 
held by the United States or any agency thereof as security or pledge of the 
maker, its successors, or assigns. [(i) 1935 ¢ 125 § 1, last am’ds Code 1881 § 611; 
1877 p 127 § 616; RRS $1118. (ii) 1935 ¢ 125 § 14%; RRS § 1118.1.] 

Representative Corr. Since arrival here today, I have received 
communication from a Mrs. Chapman, who asked to be heard. Al- 
though the hour is a bit late, if Mrs. Chapman is here, I’d be glad to 
give her an opportunity to express her views. I’m a bit fearful that 
tomorrow perhaps we may be pressed for time, and I want to take 
advantage of every minute possible in order to hear as many citizens 
as possible who may want to speak. Is that Mrs. Chapman coming? 

Mr. Ciaccerr. Yes. We had her in the schedule for in the morning, 
but you might as well take her now. 

Representative Corr. No, not now. Mrs. Chapman, Mr. Claggett 
tells me that you were scheduled for your statement tomorrow, so 
we've got it on the program, We will hear you tomorrow morning, 
I just wanted to make sure that you were heard, and as further evi- 
dence to the audience and the public of our desire to hear anybody 
who lets us know they want to be heard. I think that’s enough for 
one evening. We will adjourn this meeting to meet in the same room 
tomorrow morning at 9—and when we start our meeting, it is at the 
appointed hour. 

(Thereupon the subcommittee adjourned to reconvene, Saturday, 
June 19, 1954.) 
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DISPOSAL OF GOVERNMENT-OWNED COMMUNITY AT 
RICHLAND, WASH. 
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SATURDAY, JUNE 19, 1954 


CONGREss OF THE UNITED STATES. 
SUBCOMMITTEE ON Disposal OF GOVERNMENT OWNED 
CoMMUNITIES, JOINT COMMITTEE ON ATOMIC ENERGY, 
Washington, D.C. 


Representative CoLr. The meeting will come to order. May I have 
order in the room, please. The heari ing was started as we had sched- 
uled it as close to 9 as possible. This is a continuation of the hearings 
by a subcommittee of the Joint Congressional Committee on Atomic 
Energy, to hear expressions and views from residents of the commu- 
nity of Richland in respect to H. R. 8861. Mr. Claggett, the mayor, 
has given to me a list of witnesses who are to speak this morning, and 
the first of them is Mr. Grover Dawson, chairman of the school board. 
Mr. Dawson, you may proceed in any fashion you wish. 


STATEMENT OF GROVER DAWSON, CHAIRMAN OF THE SCHOOL 
BOARD 


Mr. Dawson. Chairman Cole, I have here some copies of a resolu- 
tion as passed by the school board—also would like to state that this 
resolution in its entirety is practically the same as the resolution 
passed by the committee which was appointed by our city council. 
Would you like to have me read over this 

Representative Cote. I suggest. Mr. Dawson, that for the records, 
you might indicate the composition of the school board, on how it is 
chosen, what its responsibilities are, and other pertinent information 
regarding the board. 

Mr. Dawson. Well, our board consists of five members that are 
elected by the people of Richland, elected at large—in other words, not 
from a district but voted on by all of the people. Now, each member 
serves a 3-year term and 2 go off every year except the odd year when 1 
goes off the board. And then, in turn, the board members choose the 
chairman for the board, and the board is exactly as any board operates 
inthe State of Washington as something similar to a board of directors 
would be to the school administration. 

Representative Cote. How long have the present members of the 
board served as such ? 

Mr. Dawson. Two of the members are on their third year—do you 
have the exact information, Neil, on Foy? I know it’s 6 or 7 years. 

Mr. Lampson. This is his third term. 

Mr. Dawson. This is his third term and that would be he’s going 
on 9 years, and let’s see, this would be his seventh year, because he 
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has 2 to go and then 2 of the other members just about the same amount 
of time. 

Representative Cote. For how long a time have you been a member 
of the board ? 

Mr. Dawson. I’ve been on it—this is my third year. 

Representative Cote. And how long as chairman / 

Mr. Dawson. And chairman, as of this year. 

Representative Cote. As chairman, do you consider yourself to be a 
principal officer of the board ? 

Mr. Dawson. Yes, I do. 

Representative Corr. Thank you. Mr. Dawson, I’m only trying 
to break in the day—day’s duties with a bit of levity. 

Mr. Dawson. That’s O. K. 

Representative Corp. I mean no personal offense. I suggest that 
you read the statement of the board—Is this a unanimous report from 
the board of education ? 

Mr. Dawson. No, 4 members were for and 1 was against. I shall 
read this 

Representative Cote. Proceed. 

Mr. Dawson. The Board of Directors of School District No. 400, 
Richland, Wash., has given careful study and consideration to the 
proposed legislation to dispose of Government-owned community of 

Richland—particularly, with regard to its provisions for financing 
the schools of Richland. The board rec ognizes that it is not the intent 
of the proposed legislation—that it is the intent of the proposed legis- 
lation as stated in section 101, declaration of policy, that the consid- 
eration shall be given to the importance of maintaining conditions 
which will not impede the recruitment and retention of personnel 
essential to the atomic-energy program. Due recognition has been 
given in the past to the fact that good schools are an ‘important factor 
in attracting and retaining competent personnel. The board further 
recognizes its primary responsibilities for the education of the pupils 
residing within the school district and, therefore, feels obligated to 
recomnfend such changes in its proposed legislation as will provide for 
a fair and more equitable method of financial support of the district 
and that set forth in the proposed disposal legislation. 

It appears that the intent of the legislation is to control total main- 
tenance and operation expenditures at the level of the adjusted gross 
costs of maintenance and operation for fiseal year 1955, The plan - 
school financing by the Atomic Energy Commission as contained 1 
the proposed legislation by its terms provide for reduction of laaie 
Knergy Commission contributions with every corresponding increase 
of revenues from other sources. Remove the ability of the school dis- 
trict to increase its net operating revenues to handle an increased school 
population or to maintain and improve the present level of educational] 
service. The fixed 1955 ceiling on operating costs also contributes to 
that effect. Therefore, the plan in its present form is not acceptable 
to the school. The board recommends certain revisions which are set 
forth in the following paragraph together with brief justifications of 
the recommended changes: 

First, maintenance and operation. For a 2-year period beginning 
with the date of transfer of the school facilities to the school district, 
it is recommended that financial support to the school district continue 
on a formula basis similar to that currently in effect. During this 2- 
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year period, the normal tax base will be in the process of development. 


1 


Following this 2-year period, it is recommended that the Atomic 
Energy Commission pay for maintenance and operation of the school 
district, a yearly sum per pupil, in average daily attendance for the 
year in which payment is made equivalent to that which would be 
raised by the total local millage levy for said year on the difference 
between the local taxable property evaluation per pupil in average 
daily attendance for said vear and the weighted average of the taxable 
property evaluation per pupil, in the average daily attendance for said 
year of the upper quarter of the first-class school districts of Wash 
ington, the upper quarter being determined by ranking these districts 
on the basis of evaluation per pupil in average daily attendance for 
said year. It sounds a little confusing and all that, but in other words, 
it means just this: Your average of your upper quartile school dis- 
trict—we'll use these figures just for assumption. Say that we have an 
average valuation of 82,000 per pupil where the average of the daily 
upper quartile would possibly be $6,000. Our taxes on the basis of 
that would be quite a bit lower than the others. In other words, on 
our $2,000 we would be losing about four-fifths or two-thirds, and 
in order for us to have the amount of money it should take to operate 
our schools at this level, we will have to have the difference in what 
our taxes will be and that in the upper quarter. 

Now, I might explain also in there that we want to pay our way 
just as every citizen does in the State of Washington. In other words, 
any taxes that are being paid or any tax level, we, the citizens of Rich- 
land, will be paying our equal share. But, in most communities there 
ure more taxes—I say most, I believe that’s true especially in the in- 
dustrial part, coming from the industry than there is from the home 
or from the bedroom community. Now, here if we, instead of the 
Atomic Energy Commission, if our plants were owned by General 
Klectric or General Motors, we would be drawing taxes from those 
sources, and therefore, we wouldn't need any help to finance ow 
schools, but where our people's work is out beyond the barricade where 
there are no taxes, and therefore, we just couldn't operate on the low 
amount of valuation we have here. 

Now one other point—in the recommendations here, they want to set 
a ceiling on the 1955 level—any ceiling that you set can be a detriment 
to us. One, let’s suppose that in our neighboring communities that 
they raise the teachers’ salaries, which they are doing every year be- 
cause it’s quite a competitive market, two or three hundred dollars 
per teacher. Where are we going to get the money? We have a 
ceiling set. If our supplies and other costs go up, which they are 
bound to, where are we going to cut—we have to have the supplies. 
Are we going to cut on teachers’ salaries? It certainly could be a 
detriment to our school system here if we were to continue on that. I 
shall go on here. 

This recommendation is made to limit relationship of Atomic 
Energy Commission support of schools to local tax base only, since 
this support is given only because of the lack of adequate local tax 
base. The recommendation _ removes the limitation of total pos 
sible expenditure per school in 1954-55 adjusted gross cost. This 
removal is necessary because of the likelihood of necessary increase 
in cost due to increase in enrollment and possible change in State sup- 
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port rates. This recommendation further makes it possible to 
excuse me—to maintain financial support for the schools comparable 
to that of upper quarter of the other first-class school districts of 
W ashington, in accordance with principles of Atomic Energy Com- 
mission’s financing of schools which exist at present. 

Then the second point, capital outlet: It is recommended that the 
disposal legislation provide for necessary capital expenditures for the 
school district until an adequate tax base can develop. 

This recommendation is made to cover contingencies which might 
arise (ue to a delay in developing an adequate tax base. Richland 
per capita valuation at present is far below comparable communities. 
Therefore, any capital expenditure necessary in the near future would 
impose an excessive burden on the taxpayer. The legislation provides 
funds for operating and maintenance for a maximum period of 15 
years after the date of enactment, but does not provide for capital 
expenditures after transfer. 

It is suggested that the principal of financial support recommended 
for maintenance and operation be explored as to the possible appli- 
cation to the problem of capital outlay needs. 

No. 3: It is recommended that section 104 (c) (iv) be stricken from 
the disposal legislation. This section binds all municipal facilities— 
so called under a single payment ceiling—some of the municipal facil- 
ities are revenue- producing agencies. “Thus, if some of these agencies 
should show a profit, the level of Atomic Energy Commission support 
for the other facilities would be cut under the provisions of this see- 
tion. Since the school district is a State corporation rather than a 
municipal subdivision, the transfer of funds within a municipal struc- 
ture would not affect it. For this reason, it is recommended that the 
school district not be put under a common ceiling with the municipal 
facilities. 

It is further recommended that such other changes in the proposed 
bill be made as may be necessary to remove any provisions which are 
contradictory to or not in harmony with the principal and method of 
financial support as outlined above. The board feels that this pro- 
posal is the best means by which the Atomic Energy Commission 
supported school can be tied to a flexible tax base and assured financial 
support comparable to that received by the upper quarter of the first- 
class district of the State which has been the intent of the Atomic 
Energy Commission tothisday. It is hoped that serious consideration 
will be given this proposal and a favorable action will be taken upon 
it. I'd like also tosay that we are not trying to write this legislation— 
that is a recommendation Revie that the legislation will be written 
in Washington and in no way do we intend that this is a rewrite of 
the legislation. 

Representative Core. In your opening remarks, Mr. Dawson, you 
indicated that you would present to the subcommittee a resolution 
adopted by the board of education. The only thing handed to me was 
the communication from you as president of the board which you have 
just stated. 

Mr. Dawson. You have copies of the resolution, don’t you, Mr. 
McClure, up there, as it was stated there? 

Representative Corr. Who’s clerk—my clerk? Tell us the sub- 
stance of the resolution. 
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Mr. Dawson. I wish I had a copy of it here. Well, it’s almost ex- 
actly the same, word for word as starting here on maintenance and 
operation—fact is it is, capital outlay and your single-payment ceiling. 
Those are taken right from the resolution. 

Representative Cote. Then it’s the substance of the resolution, then, 
that the board of education of the community of Richland favors en- 
actment of this bill with the changes which you have recommended. 

Mr. Dawson. That’s right. 

Representative Co.e. Either Mr. Allardice or Mr. Norris have ques- 
tions of Mr. Dawson ? 

Mr. Norris and Mr. Atiarpice. No questions. 

Representative Corr. Thank you very much, Mr. Dawson. 

Mr. Dawson. Thank you very much. 

Representative Corr. I can assure you that the committee will give 
careful consideration to your recommendations. 

Mr. Dawson. If there’s any further information, we will be very 
happy to submit it to you any time. 

Representative Cote. Mrs. Chapman, Mrs. Edward Chapman, who, 
I am advised, is also a member of the Board of Education did not 
join with her four colleagues in adoption of the resolution to which 
reference has just been m: ade, and has asked to present her individual 
minority views. Good morning, Mrs. Chapman. 


STATEMENT OF MRS. EDWARD CHAPMAN, MEMBER, BOARD OF 
EDUCATION 


Mrs. CHarpmMan. Good morning. I recognize, and am most grateful 
for, the generosity of the proposed legislation as it affects our Rich- 
land schools. Using the fiscal year “1955 amount as the basis for 
computing further payments to the entity to which school facilities are 
to be transferred means to me that the intent of the bill is to continue 
our high standard. But there are three points about which I am con- 
cerned. First, the lack of financial flexibility—on this flexibility, to 
be explicit, the fact that the amount of the payment can be decreased, 
but not increased. As in the case generally throughout the Nation, 
our high enrollments are in the lower grades. Even if the population 
of Richland were to become constant, it appears inevitable that these 
high-enrollments will move up through the junior and senior high 
schools, that our total enrollment will be greater, and that our costs 
will be greater. 

Second, the fact that the gross costs includes payment made by the 
State, Federal vocational funds, and such miscellaneous items as 
lunch receipts. I feel that all revenues except local taxes and moneys 
in lieu thereof and by moneys in lieu thereof, I mean 874 and State 
equalization. Al] that means except local taxes should be excluded in 
determining the Commission payment. That is, I believe that on such 
matters as unit allotments from State funds, we should rise or fall 
with the other districts of the State. 

Third, the lack of incentive for self-taxation. The philosophy that 
whatever we don’t tax ourselves the Commission will pay, is not 
healthy for a new community. 

Regarding the proposal made by the school board, there are two 
points which disturb me. First, the millage levy on the Federal 
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Government. I feel that it is wrong for citizens of Richland to deter- 
mine by our own vote the amount of money which the Federal Gov- 
ernment shall give us. Second, the instability of a system during 
those years of adjustment. It is entirely possible that as we become 
property owners and more tax conscious, some of those enemies of the 
schools that we hear about could come in with vicious propaganda 
about “frills” and that a levy would fail to pass. Thus, we could have 
a considerably less amount of money under the school-board recom- 
mendation than under the proposed legislation. 

It is with these points in mind that I propose the intent of section 
104 (c) (1) be: To the entity to which school facilities are transferred, 
the Commission shall pay the amount arrived at by applying the 
formula used in making its fiseal year 1955 payment to School Dis- 
trict 400, less that amount determined by multiplying the district’s 
local evaluation by the average millage voted by the upper quarter 
first-class districts of the State. That is, if we expect the Federal 
Government to support us on the upper-quarter basis, we must tax 
ourselves on an equal basis. Should we choose to vote a levy above 
that of the average of the upper-quarter districts, the Commission 
payment would not be reduced by that revenue. 

Representative Core. Thank you, Mrs. Chapman. It’s obvious 
that you have given very careful and serious thought to this problem, 
and I compliment you especially upon the attitude of mind when 
you state that you don’t feel it is right for the people of Richland by 
their vote to determine the amount of money they would extract from 
the Federal Treasury. It’s a rather unusual attitude, but one that 
is a very popular one. Are there any questions? 

Mr. Auiarpice. Mr. Chairman, I think it’s very clear and very 
helpful. 

Representative Cote. I judge Mrs. Chapman that your position is 
in support of the bill—substantially in its present form. 

Mrs. Cuapman. Yes, sir. 

Representative Cote. Whereas four of your colleagues were in sup- 
port of the bill, but on a revised basis. 

Mrs. Carman. Yes, except on this tax—this millage that would 
go off. 

Representative Cotr. Mr. Norris? 

Mr. Norris. No. 

Representative Coir. Thank vou, Mrs. Chapman. We will now 
hear Mrs. M. P. Kindley, representative of the League of Women 
Voters. Good morning, Mrs. Kindley. We welcome you to the 
hearing and are glad to hear your views. 


STATEMENT OF MRS. M. P. KINDLEY, LEAGUE OF WOMEN VOTERS 


Mrs. Krnpiey. Thank you. The Richland public schools was 
chosen as the League of Women Voters topic of study for its 1953-54 
program. The report that vou have just received is a summary of 
that study. We had two purposes in mind when we made this report. 
First of all, to give a picture of the school’s financial structure, 
and secondly, to present information that might be helpful for a 
better understanding of the school problems that i incorporation might 
bring. And because we did a considerable amount of time and effort 
in xn attempt to collect a lot of detailed factual information and we 
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hope objective information, we felt we would like to have you and 


vour committee have copies of our study. 


(‘The study referred to ts on file with the Joint Committee on Atomie 
Energy.) 

Mrs. Kinptey. I would like to direct your attention to the table 
of contents, about the third page, and point out several sections whic h 
we think will be useful. Number 2—where the school money comes 
from. In this we have gone into quite a lot of detail and explanation 
of the State funds, how we get those, the attendance money 
und other funds, the Federal funds, including vocational, lune hroom 
funds. and then also i included the AEC formula and then other sources 
of money which is somewhat a complex problem, at least for 
average citizen to understand, and we felt the report makes Hr 
rather clear. 

Now, the next section, number 4—inecorporation, what then’ This 
entire section is rather general in nature. We wrote it before we had 
any information on the disposal bill and, therefore, we are not as 
specific as we wish we could have been. However, we do go into the 
operational deficit. We discuss possible sources of revenue that will 
be possible for the school. We also investigate other sources of rev- 
enue for first-class districts. And it’s in some of these areas we 
thought we might find some interesting information. For instance, 
we collected quite a lot of data from 15 other first-class districts, 
chosen at random, that is, out of the 35 first-class districts in the State 
of Washington, and we've drawn up several tables that show com- 
parisons between the financial status of these schools with our school 
or the possible status of ours after incorporation. 

Now, in general, we feel that the financial problem facing Richland 
and its schools under the incorporation is an exceedingly acute one, 
and I'd like to cite two examples of this as given in the report. On 
page 37, under the broadened tax base I’d like to quote just a little, 
“To raise the entire $773,000 deficit by regular real-estate taxation an 
assessed property evaluation of approximately $55,200,000 is neces- 
sary. More than double the amount estimated at the present time— 
that would be the $20 million assessed valuation. To realize the extent 
of growth necessary to bring the valuation up to that level, one needs 
to know that this sum is 85 million more than the combined valuations 
of the cities of Walla Walla, Pasco, and Kennewick. Secondly, of 
these 15 other districts that we studied, the league has found that 8 
of them levied special taxes to meet their needs. The table on this 
is on page 39. The average special levy for the 15 for 1953-54 is a 
little over 5 aiiln There’s a great deal of variation and m: iny of them 
have no _ . il tax. Now, in contrast, in order for Richland to meet 
this deficit, or the deficit facing us, we would have to pass a special 
tax of 3614 sails special levy plus the 14 mills regular levy, which 
would total over 50 mills, with the low-tax base which we have. So, 
you can see the kind of problem facing the Richland schools. I think 
that’s all the time I need to take. I hope the report will be useful 
to you. 

Representative Corr. Take all the time you wish. 

Mrs. Kinpiey. Well, I think the report will stand on its own. 

Representative Corr. Thank you Mrs. Kindley. It’s obvious that 
you and your associates in the League of Women Voters have devoted 
a great deal of time to m: aking this study. I compliment you and your 
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organization on it for your interest and zeal in preparing it. This 
compilation, the result of your study, will be filed with the committee 
and provide a basis for the committee’s study. 

Mrs. Kinptey. Thank you. We have other copies available if you 
should like it. 

Representative Cote. Thank you. Mrs. Patnode representing the 
planning board. Mrs. W. I. Patnode. Good morning Mrs. Patnode. 


STATEMENT OF MRS. W. I. PATNODE, CHAIRMAN, RICHLAND 
ADVISORY PLANNING BOARD 


Mrs. Parnope. I am chairman of the Richland Advisory Planning 
Board—would you like to know what the planning board 1s? 

Representative Coxe. Tell us about it, please. 

Mrs. Parnopr. The planning board was created in August of 1953. 
Its members were appointed by the community council. It has 6 vot- 
ing members, 3 ex officio members—the ex officio members do not vote. 
An employee of the Atomic Energy Commission is an experienced 
professional planner and serves on the board to advise us. An em- 
ployee of the General Electric Co. is in a position of city engineer 
and also is a technical adviser to us. The third ex officio member is 
a member of the city council for liaison between the two. We are 
set. up—our rules of procedure are in accordance with the laws of the 
State of Washington Government Planning Commissions for other 
cities of the State. The only difference between us and the other 
planning boards or commissions in Washington is that our recom- 
mendations go to the commission rather than to the city council. 

We received copies of the proposed legislation and a request for 
comment on them and I'd like to read a letter which was prepared in 
reply to that request : 


The Richland Advisory Planning Board has studied and discussed the above 
subject at three recent meetings attempting to limit its consideration to areas 
of normal planning commission responsibility and with the laws of this State. 
We should like to comment on the following point: Section 110 (e). In trans- 
ferring any property, fhe commission may impose such restrictions and require- 
ments relating to the use of the premises and to public health and safety, prior 
to the transfer of municipal facilities to this city, as the commission may deem 
appropriate. The planning board believes the language of this section should 
be stronger and more precise to insure that the commisssion shall have authority 
and responsibility and practical means to enforce municipal type regulations in 
the interim between sale of property and establishment of city government. 


Should I stop after each one of these for questions or comment 
on—— 


Representative Core. I suggest you proceed. If questions arise, 
we will interrupt you, if you don’t mind. 
Mrs. Parnope (reading) : 


Section 104 (e) refers to a geographic area which we assume will comprise 
the developed portion of Richland. This geographic area would represent an 
unbalanced city, with little suitable land to offer to new industry. Potential 
development of diversified industry and new payrolls with resulting increased 
tax base and municipal income must take place on land lying outside . the 
assumed geographic area. The planning board urges if the legislation provide 
the commission not only with the option but the intent to preserve and protect 
the potential industrial land in the fringe areas for the benefit of the city. We 
feel that cooperative effort by the city and the commission toward building a 
self-sufficient municipality in the shortest possible time as to the best interests 
of both, and is the best means of shortening the period during which Federal 
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subsidy will be required. Section 105 (b). The planning board urges the com- 
mission to follow classification for land use in conformity with the master plan 
and its supplement as amended by the planning board insofar as provisions of 
the legislation permit. 

Representative Cote. Thank you Mrs. Patnode. I assume from 
your statement that the planning board is generally in favor of the 
proposed legislation. 

Mrs. Parnope. We've been operating on the assumption that the 
disposal would take place. We feel that within the planning board 
oe of responsibility, we can’t comment on the whole bill. These are 

he points which cover the thing that we work on. 

Representative Cote. Then you're not in a position to speak for the 
»lanning board with respect to the bill in general with the changes 
you have suggested in connection with the city planning problem. 

Mrs. Parnope. I’m not sure I understand your question. I’m not 
in a position to speak for the laste board as a whole on the whole 
bill. 

Representative Cote. But you do speak for the board urging the 
changes ¢ 

Mrs. Parnope. Yes. 

Representative Cote. Do either of my associates have a question ¢ 

Mr. Atiarpicr. Just one on the question of attracting industry and 
the problem of geographic areas that you referred to. Has the 
planning board considered what the major problems involved in 
attracting additional industry to this area would be? For example, 
is it tr ansport: ition or land or what? What attraction is there here 
for industry ¢ 

Mrs. Parnope. Well, we have a master plan which the taxpayers in 
the United States paid for which takes in more than the developed 
portion of Richland. We look at that and say well, there are these, 
and these, and these possibilities which might attract industry to the 
area. The chamber of commerce, the city council, all of the initiative 
from inside the town who do all that they could within their power, 
but if the land had been bought or taken up or had been turned to 
some other use and there was no place to put industry, all those efforts 
would go for naught. We have a master plan. It would be nice if 
the land coukl be dev eloped in some orderly fashion and in accordance 
with orderly planning. 

Mr. Axuarpice. I understand that, but let’s for example, hypo- 
thes'ze that you have land available. Now do you think a $12 billion 
fertilizer plant would have been built on this side of the river or the 
other if there had been land available here. 

Mrs. Patnope. Well to get in a realm of speculation and, of course, 
we like to speculate along with anybody else, and we try to think of 
the various factors that this community has and that no other has and 
the ways in which we could be more attractive to an industry settling 
inthisarea. We believe that there’s going to be expansion and growth 
in this inland empire and we would like to have our share and part 
of it. 

Mr. Auiarpice. You don’t think that not being on a main railroad 
has too much deterrent effect. 

Mrs. Parnopr. Well, it isn’t as good as being on the main railroad. 
We wish we were, but we will certainly try to think of some other 
factor which we can offer that nobody else can. 
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Mr. Autiarpice. I take it that’s the reason you're particularly con 
cerned about highway construction into here. 

Mrs. Parnopre. This was mentioned last night that a main State 
highway would be a help, a bridge across the Columbia River would 
certainly be a help; a regular rail into town would be another help. 

Mr. Auiarpice. Would you go so far as to say that would be a must 
to attract industry here? 

Mrs. Parnopr. All I can say is the planning board has gone on 
record to that effect but I certainly remember some occasions on which 
they have said, “Yes, it is a must.” 

Mr. Aucarpice. Thank you. Back East we have a type of salmon, 
which is called the landlocked salmon. I think that in some respects 
Richland is slightly landlocked from the transportation point of view. 

Mrs. Parnove. I think we could agree. 

Mr. Autarpice, That's all Mr. Chairman. 

Representative Coie, Is it true—is my understanding true that those 
landlocked salmon to which you have referred are a highly desirable 
tvpe of salmon / 

Mr. Auiarpice. Very much so. 

Mr. Coie. Maybe we may then hope that Richland with landlock 
qualities may be equally highly desirable to outsiders. Mr. Norris? 

Mr. Norris. I have no questions. 

Representative Cote. Thank you. Thank you Mrs. Patnode. Mrs. 
Kindley, I neglected to inquire of you and I would like the record to 
indicate the attitude—the position of the League of Women Voters in 
respect to this bill ina general way. Are you prepared to give us that ¢ 

Mrs. Kinney. We believe essentially— 

Representative Cote. The league—I'm repeating this for the record, 
is unable to take a vote and to establish a stand because of national 
policy. 

Mrs. Kinpiry. Yes, the national policy states that because it im- 
volves legislation at a national level, we’re unable on the local. 

Representative Cote. Can you indicate to me in an informal manner 
without taking a vote or adoption of any resolution, your judgment or 
the attitude of the members of your league concerning this bill? 

Mrs. Kinney. I doubt if | could. I know that as a member of the 
committee that developed this report and maybe speaking for the com- 
mittee [ could likely say that we are in favor of well, 'm not sure that 
I can say that either. 

Representative Coie. You're in favor of something? 

Mrs. Kinpirey. We're in favor of a very good plan for solving the 
school problem—now I work with the committee— 

Representative Cote. Let me express it differently. Do you feel 
that the members of your league are generally in support of the prop- 
osition of private homeow nership and private business ownership here 
in Richland / 

Mrs. Kinpiry. Do I have to say that I really speak for the league in 
this? I would think that a general feeling that I gathered in the 
meetings that there was a lot of interest in it and I think that a cross 

section would indicate that it’s just about like any other group here 
in town, 

Representative Coir. Fifty-fifty. 
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Mrs. Kinpiey. Possibly. The league can’t take a real stand on this 
issue and as a result I’m getting in deep water when I try to speak 
tor the league in that way. 

Representative Core. Well, I wouldn't want you to drown so IT won't 
ask you to go any further. 

Mr. Dawson. Chairman Cole, I would like to say that maybe I mis 
understood your question a while ago that if the question was as you 
put it to these ladies, I could not speak for the board as their general 
feeling on the entire legislation. I was speaking as to our recommen- 
dations on the part of the schools. 

Representative Cote. Thank you Mr. Dawson. Mr. Parker, W. W. 
Parker of the Richland Chamber of Commerce. Good morning Mr. 
Parker, if you'll sit down, we would like to hear your views, rather 
the views of vour association. 


STATEMENT OF W. W. PARKER, RICHLAND CHAMBER OF 
COMMERCE 


Mr. Parker. May I start by saying that I can definitely speak for 
the Richland Chamber of Commerce and the Richland Chamber of 
Commerce does urge the passage of this bill, H. R. 8861 at the earliest 
possible date. 

Representative Core. That’s very, very reassuring. It’s very re 
freshing that you can speak for your organization. I’m not se con 
cerned with what the position of your organization might be, but at 
least we do have somebody who says he can speak for his group. 

Mr. Parker. | have been so ordered to speak. 

Representative Core. IT will be glad to hear your comments, Mr. 
Darker. 

Mr. Parker. We urge the passage of the bill. We recommend the 
clarification of the bill by certain amendments which we will hereafter 
outline briefly to explain. We recognize the importance of and ask 
your consideration of other amendments as suggested by the Richland 
Community Council and by other groups. We are confining our 
present: itions to the most important of those matters, normally within 
our direct scope. Further, the Richland Chamber of Commerce asks 
that the bill be now enacted as it pertains to Richland even in the 
event that it is determined that it should not now be effected at Oak 
Ridge. We ask the following amendments: Amend section 103, sub- 
section (c) in such manner as to provide that the city of Richland 
shall have priority over the other indicated governmental units in 
obtaining the facilities to be so disposed. This will eliminate contest- 
ing between these governmental units and to the administrating agent. 
We believe this priority to be the present intent, but representations 
otherwise have already been made- 

Representative Cote. Could you enlarge on that point 

Mr. Parker. That is in the transferral of the utilities to the « "ity. 
The bill specifies that certain utilities shall be turned over to the city 
or the State or other political subdivisions. It is our aS 2 ition 
that the intent is that the city should get them, should there be a city, 
but a provision is made in the event that the c itv should not be in- 
corporated within a reasonable length of time, then there would be 
some other way of the Commission disposing of them. As it is now 
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written, the intent could be construed in a somewhat different fashion 
by—wherein another political subdivision such as, where a definite ex- 
ample, the public utility district, might say that we are the logical one. 
If the bill reads O. K. we should have the power distribution utility, 
rather than it being turned over to the city. 

Representative Core. Your statement—you said representation— 
“representations otherwise have already been made.” To what do you 
refer / 

Mr. Parker. | refer to the public utility district in that matter. I 
don’t mean that formal representations are. Merely, perhaps, it might 
be more only a strong rumor but I think you will hear more of it. 

Representative Cote. I understand. 

Mr. Parker. mend section 107, subsection B so that the last sen- 
tence shall read “in all cases such time shall be extended for a period 
of at least 6 months by the Commission upon assuring that failure to 
conclude a sale was not attributable to lack of diligence by the pros- 
pective purchaser.” This assures that the intent of the bill would be 

carried out to accomplish in large, the sale of commercial and non- 
profit properties to the holders of priorities thereon and at the ap- 
praised price. There are financial arrangements to be made by the 
purchasers which are unique and may be very time-consuming as a 
pattern of policies as developed by financial institutions. Failure is 
apt to cause eventual sale of much property to speculative interests not 
attached to the community at prices much less than the appraisals. 

Amend section 107, subsection (C) by adding after the word “de- 
posit” the words “not in excess of 10 percent of purchase price.” While 
we recognize there is a probable intent to not require a deposit even 
as large as this, the amendment will give assurance that an unreason- 
able amount could not be asked and held for a considerable time. 
The amendment would also prevent the forced early forfeiture of 
priority rights by the asking of a major deposit which ‘could conceiva- 
bly later appear desirable to the administrator under pressure to hasten 
proceedings. 

Amend section 108 by the addition of a subsection (C) which shall 
establish a provision to reappraise and/or arbitrate appraised values 
upon the application of the priority holder, such application to be ac- 
companied by a reasonable fee to cover the cost of such reappraisal 
under arbitration, This is to assure protection to purchasers of prop- 
erty against possible inequities or errors which may well occur in such 
a mass of appraisals, within the stipulations of the bill that the proper- 
ties be appraised at the current fair market value of the Government’s 
interest therein. 

Amend section 111, subsection (B) by deleting the word “resi- 
dential” from the third line of this paragraph on the joint com- 
mittee print or line 6, page 30, of the bill, and by deleting the words 

“of any house, apartment building, or dormitory” from the fifth line 
of this paragr aph i in the committee print or lines 7 and 8, page 30 of 
the bill. The Commission would be enabled by this amendment to 
sell nonprofit properties and commercial properties other than apart- 
ments and dormitories on contract sales or by direct financing in the 
event it is found that such factors—the factors such as limitations or 
unavailability of financing to potential purchasers of any properties 
are restricted to desirable sales. This broadens this clause to include 
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all properties. It is noted that as written, it does include some com- 
mercial properties. This amendment might well prevent large quan- 
tities of property from going to the point of forced sale at low prices. 

The Richland Chamber of Commerce has, over a long period, studied 
and encouraged the disposal of Richland by the Federal Government 
and since receipt of this bill is as it’s studied by several committees. 
The chamber’s board of directors has on June 17, 1954, outlined this 
report in detail from the work of its committees and the commercial 
property’s committee of the Richland Community Council and have 
directed myself, a member of its board to make this presentation. 

Representative Core. Thank you Mr. Parker. Are there questions ? 

Mr. Atarpice. One or two, Mr. Chairman. Referring to your sug- 
gested amendment to section 103, subsection (C) did you have any 
reference to the telephone problem debated here—or rather brought 
up here last night? Has the chamber taken a position in this matter ? 

Mr. Parker. The chamber has not directly taken a position in this 
matter. On this particular suggestion, we assume that the—we are 
speaking of the utilities that the bill speaks of—not trying to add to 
or detract but make sure that the first city does have a reasonable 
time that it shall be the first recipient thereof. On the telephone 
issue, we have not taken a stand one way or another. 

Mr. Auxarpice. In other words, the Richland Community Coun- 
cil’s position on it or statement on it is not endorsed nor is it not en 
dorsed—not endorsed by the chamber. 

Mr. Parker. I think that’s true. It has not been. The reason for 
it is the picture has not been sufficiently clear for us to act intelli- 
gently upon it. 1 think that picture you saw brought up to the very 
zero hour last night was still sufficiently unclear as to warrant our 
inaction. 

Mr. Autarpice. I also would like to ask on your discussion of your 
subsection 107 (c) I note that you suggest the figure of 10 percent 
of the purchase price whereas the community council recommended a 
3-percent figure. What is the difference or viewpoint and why does 
one say 10 and one 3? 

Mr. Parker. That is plain enough in this sense. Remember this 
is coming from a commercial group whe want to set the highest 
reasonable figure that would not work a hardship or work a reversal 
of what we believe is the intention. We would rather indicate that 
we are willing to show very distinct earnestness in the matter by as 
large deposit ‘that could be considered reasonable and then ask as in 
favor, the time situation for complying with the—completing this 
factor. We want to show that we are willing to put a very substan- 
tial amount down and say that we are very serious on the matter, 
but we realize that there are extreme complications in closing. There- 
fore, if a favor is asked, we would rather not ask it in the dollars of 
that deposit except that it not be prohibitive. 

We want to be sure that there can’t be a technical point where the 
deposit could close the whole deal off, right in one swoop, but rather 
have our real favor in time. We are not at odds with the 3- percent 
figure—neither is the 3-percent figure at odds with us. If the figure 
were to be set at 10 percent on commercial and lower percentage on 
residential, that would be perfectly acceptable. 
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Mr. Annarpice. On your section 108, T take it that vou endorse the 
position stated by the Richland City Council last night regarding 
arbitration in which Mavor Cla negett “outlined a more or less detailed 
method of approaching the arbitration. Does the chamber back that 
approach to the problem ? 

Mr. Parker. That actual system of approach was heard for the 
frst time last night. It is not contrary to our thinking. We have 
not acturlly thought of it in that particular way. We have thought 
perhaps a list of local appraisers—I mean Washington State ap- 
praisers being approved by the Commission from recommendations 
of the State real estate board or something like that and upon ap- 
plication for reappraisal, one of their group be selected to make a re- 
appraisal, the Commission or some other setup arbitrating the dif- 
ference if any, between such appraisals. However, the suggestion 
of Mr. C laggett’ s interpretation of exactly actually the same thing 
would perhaps be a good way of doing it. 

Mr. Aciarpicr. On your section V1, subsection (b), comments— 
1 take it that the main intent of your amendment is to protect the 
present building occupiers of the present businesses here, so that if 
the property would not make a reasonable return to a purchaser, they 
might be able to guarantee it through the contracting—contract 
sales 

Mr. Parker. No, I’m sorry. There’s no relation to such mat- 
ter at all. 

Mr. Atiarpice. Could you explain it tome. T don’t understand it. 

Mr. Parker. The subsection has to do with, in the event that their 
financing is not otherwise available—that there’s not enough money 
for FHA loans or if there’s not enough money for veteran loans, and 
so on, that the Commission itself may enter into the financing picture 
by taking direct mortgages under the wording that it could be inter- 
preted, perhaps that it could be sold on contract. It has nothing to do 
with procedures after the sale which has to do with financing of the 
sale. Situation is that the financing is extremely difficult to plan—at 
the present time if a deal had to be closed, the best risk in town is 

not in a short time make even a 50 percent commercial mortgage which 
would be quite common in other towns. Therefore, we are asking 
that the right be reserved to the Commission in event that it sees that 
normal sales will not proceed—there won't be a sufficient quantity of 
normal sales and eventually, therefore, it’s going to have to be dumped 
on an auction basis more or less that they may proceed to the same 
provisions of financing in the similar event that the bill now provides 
for housing units, some of which are actually commercial enterprises 
as included—better include that for other commercial properties— 
all properties rather, leaving out the specifications of what type mak- 
ing it apply to all. 

Mr. Atiarpice. I have just one more question, Mr. Chairman. Id 
like to ask the representative of the chamber what his view on at- 
tracting industry to Richland is and what he forsees as the probability 
in our future effort to relieve the c ity from being dependent upon one 
Federal industry. 

Mr. Parker. Well, first, I would like to state that the Richland 
Chamber has been very active in doing everything that was possible 
in that line and is doing it every day to attempt to attract industry 
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here. To the present time it has been, of course, extremely handi- 
capped in doing it because the first offering is not possible and that is 
land. As far as the future is concerned, we recognize that we have 
some very considerable handicaps. The handicaps, of course, are 
primarily the geographic location with respect to transportation as 
you have outlined before. The most natural industries that we may 
attract are those of supplies and use of products attached to our 
present one industry situation. That market is not the best market 
we wish it would be something different from that. One of the other 
factors that we have other close lying areas do not have, of course, 
is again attached to the plant, and that is the brains or the know-how 
that is here in town, which could be of considerable value in starting 
minor local industries. We have worked—the chamber of commerce 
has worked very closely in area attraction for industry with the other 
cities in our immediate area and we know that there will be substantia] 
industrial gain in the area. It’s difficult to see how they can actually 
be here in Richland. Were our present industry to fold up we might 
have to become a housing project for industries in other cities. Maybe, 
if we can get that bridge we talk about, there stands the first possibil- 
ity of actual reversal because then a major producing area lies closer 
to Richland than it does to the other cities. 

Mr. Aunarpice. That's all I have, Mr. Chairman. 

Representative Cote. Mr. Norris. 

Mr. Norris. In connection with the suggestions, section 1Lli, has 
the chamber investigated the methods of financing and purchasing 
of commercial properties and the availability of outside money to 
finance that 

Mr. Parker. Yes, we have. We've done it continuously at all 
stages. Such an attempt was made among other times at one of the 
town meetings that was had immediately in the last month studying 
the effects of this bill. It has been impossible to get any clear-cut 
picture from any regular financing institution of what they would do 
or if they would do anything. No commitments or even a pattern of 
probable commitments has been put on anywhere on the line. But we 
have worked on it—tried to get as close to it as we could and we haven't 
votten close to it. 

Mr. Norris. | have nothing else. 

Representative Core. Mr. Parker, how large is the membership of 
the chamber of commerce / 

Mr. Parker. It’s just over 200. 

Representative Cote. 200 out of how many possible members ¢ 

Mr. Parker. It is— 

Representative Cote. When you say 200—that’s 200 individuals 
rather than business concerns. . 

Mr. Parker. No, in our case it is firms, the memberships are by 
firms and not individuals, except in the case of professional people 
where again they in a sense are firms—I mean doctors, lawyers and 
such. Actually, we are within something like 10 of being the com- 
plete membership from a standpoint of the listing of business places 
and professional people and in another sense perhaps we actually 
exceeded because we have some memberships from people who are not 
in business in the normal sense of having a business address. 
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Representative Corr. That would indicate that roughly 95 percent 
of all the business and professional concerns in the community of 
Richland are members of the chamber of commerce. 

Mr. Parker. That’s correct. 

Representative Cox. And now, can you indicate the percentage of 
your membership which approves this bill—which approves the view- 
point which you have spoken this morning. 

Mr. Parker. A precise poll or a vote that could be counted has never 
been taken. There have been a number of instances where action 
showing the sentiment has been taken and they have all been favorable 
but there’s not been an exact measure—I would just as a personal guess 
say—I wouldn’t want to indicate us as 100 percent but I would say 
it’s probably 75 or 80 percent in favor. There is not 100 percent, but 
action and direction and major participation have always been in one 
direction. 

Representative Cote. Has there been any vocalized opposition to 
the proposal made by members of the chamber of commerce ? 

Mr. Parker. Not in the last 6 months, at least to my knowledge. I 
mean by that at a chamber meeting or a public meeting. 

Representative Cour. I appreciate your statement very much, Mr.. 
Parker. I think the attitude of the business people and professional 
people who are concerned with dollar and cents cost are just the same 
as any other person might be. 

Mr. Parker. We realize we're going to be the biggest taxpayers 
also. 

Representative Cote. And probably have as much to lose or to gain . 
by this proposal as any individual homeowner. If your organization ! 
has given careful thought to the plan, your recommendations will be— 

your position will be highly regarded by the committee and your 
recommendations given careful study. Thank you Mr. Parker. Mr. 
Swindle. Mr. D. W. Swindle, representing the American Legion. 

Mr. Swinpie. Good morning sir. 

Representative Cote. Good morning Mr. Swindle. Do you have a 
prepared statement—a formal statement 
Mr. Swinpte. It is being typed and it hasn’t arrived. I’m sorry 

Representative Cote. Well, why don’t we ask you to defer for a 
moment until it may arrive. 

Mr. Swinpie. Well, I can proceed if you prefer. 

Representative Corz. All right. It’s up to you. You’re next on 
the list and if you’re ready to go, it’s all right. 
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STATEMENT OF D. W. SWINDLE, THE AMERICAN LEGION 


Mr. Swinpte. The American Legion has had representatives work- 
ing with each of the council study committees and has participated in 
the forming of the recommendation of the council and generally in- 
troduces the council’s recommendations. Rather than be repetitious 
by trying to cover all points we have certain points which we feel 
very strongly and as the largest veterans’ organization in the area, 
with over 1,000 members, the point, of course, of great interest to us 
is securing a legislative provision which would provide for the ac- 
ceptance of a single appraisal for both FHA and Veterans’ Adminis- 
tration, for GI bill financing. This would insure every veteran with 
unused GI loan eligibility the right to use his earned benefit. The 
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technical problem was with regard to amending various laws—we 
aren’t sure how many acts w ould have to be amended. They — 
rather staggering to us, however, we’re sure that it must be possible to 
do it and is probably worth the effort. It is actually worth the effort. 

Among the other recommendations of the council which we want to 
particularly endorse—we feel the antideficiency judgment serves no 
purpose and should be stricken from the legislation. We do endorse 
the council stand for—as recommended for a buy-back clause when 
employment has been reduced 10 percent. The Legion’s original 
recommendation would have taken the employment figures and the 
price of real estate but, however, to have a unified recommendation 
from Richland, we do recommend the council’s stand. We also recom- 
mend the council’s stand on the change in the legislation to provide 
for title insurance for a warranty deed. We do prefer title insurance 
as we feel that it will be necessary for financing. 

Representative Cote. Well, I think we may as well spend just a 
minute to discuss that. I may be speaking entirely out of turn but as 
a responsible official of the Government of the United States, I, for 
a moment would not ask or write into the law a requirement that the 
Government of the United States provide a policy of insurance guar- 
anteeing that title to any conveyance that it may make. Nor would 
I-ask my Government to guarantee their word by warranty deed or 
title. If the credit, the honor and the responsibility of my Govern- 
ment and the word of my Government isn’t adequate by just the men- 
tion of the word itself, then writing a guaranty providing for policies 
is not going to add to it. So that argument that was advanced aaa 
night and again early this morning falls on very deaf ears as far a 
I am concerned. 

Mr. Swinpte. What will be the attitude of the financing agency 
that we ask to finance our purchases without warranty deed or without 
title insurance ? 

Representative Cotr. I’m sure I can’t speak for them. If they don’t 
have any confidence in the integrity, the credibility, and stability of 
our Government, then they have no business lending money. 

Mr. Swixpie. W ell, in the investigation—in our investigation of 
this subject, contacting major lending institutions, they assured us 
that satay title insurance would be required on each of these sales. 

Representative Corr. Perhaps, I’m entirely in error. There may 
have been cases in the past where our Government provided a war- 

ranty deed in the conveyance of property or provided title insurance; 

I am not aware of it, but at first brush, I am not impressed by the 
suggestion. That doesn’t mean that I am not subject to persuasion 
otherwise, however. 

Mr. Swinpte. The last point we would like to read or endorse, or 
restate has already been stated twice. However, we feel it is very im- 
portant stated by the council and again by the chamber of commerce, 
that is to make it feasible or make it possible for the Atomic Energy 
Commission to furnish financing for all sales when other financing is 
not available. By checking into the available money market, we find 
that the money lenders are taking a very cautious look at this pro- 
posed legislation—proposed sale heal there seems to be no certainty 
at all that there will be sufficient private capital available and that 
door should be kept open so that the Commission can handle this 





52 DISPOSAL OF GOVERNMENT-OWNED COMMUNITY 


finance the sale of all property that is sold in Richland. Other than 
that, | think any further restatement of the council and chamber’s 
recommendations would be repetitious. These are the points we want 
to emphasize. 

Representative Corn. Any questions, Mr. Allardice and Mr. Norris? 

Mr. ALL AkDICE. Just the question as to whether or not Mr. Swindle 
does speak for the American Legion. 

Mr. Swinpte. | do. 

Mr. Auiarpice. And you know that there are about 1,000 members 
of the organization in Richland. Do you have any indication—could 
you give us any indication of what percent of those members are in 
favor of the general idea of disposing and what percent are opposed ¢ 

Mr. Swinoie. No effort has ever been made to take a full poll of the 
post—it’s almost impossible and it never appeared that it would serve 
any useful purpose because for about 312 or + years we have heard 
disposal was coming—we’ve heard about it so long that we almost got 
to wish somebody would do something so we could find out what was 
going to happen and we just reached the point we expect it to happen. 
Polling our membership would be—to get a full poll I believe would 
be impossible. 

Mr. Attarpicr. That’s all I have, Mr. Chairman. 

Representative Cote. Mr. Norris! 

Mr. Norris. | have no questions, Mr. Chairman. 

Representative Cove. I think you're quite right, Mr. Swindle, in the 
desire to know where you stand. The community -people in the com- 
munity to know whether there is going to be a disposal or not. Right 
at the moment, there does appear to be some doubt whether legis lation 
will enact this year or not. However, [’m confident that if it is not 
enacted this year, it will be adopted by another year. Certainly the 
time is coming when the Congress is going to insist that the Atomic 
Energy Commission get out of the business of owning houses and 
running cities. W hether that’s tod: ay or neXt year is uncertain, but 
the time is coming. 

Mr. Swinpiz. Well, I think our membership feel it’s coming and 
our job is to see if we can get the best legislation possible. 

Representative CoLz. And the forward-looking community is the 
one that anticipates that time and prepares for it Just as you have 
indicated that you are trying to get the best legislation possible to 
have in force when this time does come. Thank you, Mr. Swindle. 
[s Dr. Waeger in the audience? This is Dr. R. W. Waeger represent- 
ing the hospital committee. No doubt he is a person who is familiar 
and well known to all the people in the audience, but he is a stranger 
to me, and is a stranger to the record. Good morning Doctor. 


STATEMENT OF DR. R. W. WAEGER, REPRESENTING THE HOSPITAL 
COMMITTEE 


Dr. Warcer. Good morning, sir. We hope we don’t remain a 
stranger in your good presence here in Richland very long. Mr. 
Chairman, I’ would like to assist you in some regard by conveying 
this written material in case you don’t have it so that you can assist— 
following in the reading. The committee appointed by the council 
citizens committee believe operation of the hospital facilities by the 
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community would not be feasible under the provisions of the current 
proposed legislation. The committee believes that the community 
operations would become feasible if the following proposals were 
incorporated into the legislation : 

First, if the hospital financial support be on a completely inde- 
pendent basis, and not related to the operation in any other municipal 
facility. The proposed legislation does not provide for this separa- 
tion. Under Washington law the transfer of funds between the mu- 
nicipal facilities and the hospital district or nonprofit corporation 
would be legally questionable if not impossible. We request elimina- 
tion of the section 104 (c) Sub. 4. This, I think, has been in common 
with other suggestions. 

Secondly, the committee recommends that the transfer of the hos- 
pital facilities shall provide for a self-sufficient operating hospital and, 
specifically, to include the following items not now available. First, a 
steam plant and soft-water service ; - second, a laundr y : third, receiving 
warehouse facilities. We admit that these items may be implied and 
very definitely the intention of the Commission, but ‘the idea that we 
have mentioned these here is in order to insure that we will have a 
self-sufficient and nondependent institution—not depending upon 
steam from sources that may be charged to the hospital at probably 
a greater rate than the function could be done here. We don’t insist 
upon this point, except we’re raising this as making the report 
complete. 

Third, recommendation—the committee believes that the present hos- 
pital is not a permanent structure, and since the community will be 
required to replace that structure within the next 15 years, it is recom- 
mended that a suitable site be immediately selected and that the war- 
ranty deed to this site be transferred to the community with the pres- 
ent hospital facilities. This we consider a desirable piece of legisla- 

tion proposal, but again we don’t consider this as being a must. 

The fourth, and probably the most important recommendation we 
have, is that the committee feels that the method of subsidy suggested 
in the proposed legislation would render it difficult, if not impossible, 
for the operating management to take steps to cut costs or increase 
revenues during the subsidy period. Examination of hospital costs in 
the Pacific States gives evidence that under private operation and 
given sufficient incentive, the hospital deficit could be reduced 
substantially. 

The committee, therefore, recommends that the following provisions 
for financial assistance be substituted : 

1. It is recommended that in addition to the hospital facility itself, 
an income-producing property should be deeded to the hospital oper- 
ating entity. It is suggested that such property should yield an 
income equal to between 5 and 10 percent of annual operating costs. 
Such an arrangement would not only provide incentive for the hos- 
pital to reduce the deficit, but would also provide an incentive for 
further reduction in the deficit to a point that in the course of time, 
a portion of the property income could be set aside to increase the 
hospital building fund. 

Representative Cote. Pardon my interruption, Doctor. I have been 
following your statement and it appears to be different than you have 

read it to be. Perhaps I am looking at the first edition and you're 
takene the second edition. 
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Dr. Warcer. No, sir; I'll be glad to assist you. You are looking 
at—now you have the: ight copy. 

Representative Coxe. i see, thank you. 

Dr. Warcer. To continue with our recommendations here, it is fur- 
ther recommended that the subsidy presently proposed be ’ provided 
for the. first 2 years, and in that regard we are in accord with the 
recommendations of the city council. And the support for succeeding 
years be in the form of the income property previously suggested. 
The committee feels that this support is reasonable for the transition 
period. Should the proposals outlined above not be considered accept- 
able or some equivalent means of accomplishing the same results, then 
the committee feels that the Atomic Energy Commission should con- 
tinue opel ration of the hospital as heretofore. 

Mr. Chairman, we have in the second copy there, which you find is 
dittoed, presented further evidence in support of our stand. We are 
of the opinion that some reduction in costs will occur simultaneous to 
the transfer of the hospital from its present operation within an indus- 
trial plant to private community operation. However, such reduction 
will still leave a substantial deficit. Admittedly, the budget can be 
balanced. In attempting to balance the budget of Kadlec Hospital, 
7 following consequences should be considered. 

. Would it be practical to reduce hospital employee wages to a 
Me materially below the community industrial wage rs ate? In 
discussion of that question, we feel the following remarks are per- 
tinent: We believe that were such salaries as applied to specialized 
personnel, specialized hospital personnel, made equivalent to like 
positions in hospitals elsewhere in the State of Washington, then 
Kadlec Hospital would be unlikely to retain a stable work’ force 
necessary for a good hospital service. For example, current wages 
paid to general duty nurses which excludes supervisory personnel are 
as follows: The Washington State rate including annual $10 incre- 
ments over a 4-year period ranges from $245 to $285 per month. At 
the present time the wages paid to General Electric hospital nurses 
and industrial nurses of from $314.74 to $404.94 per month over a 
¥-year period. This means that General Electric in Richland will 
pay nurses from 2814 to 42 percent more than the average Washington 
hospital rate. How can the proposed community hospital compete 
with other Richland nursing salaries? This same argument applies 
to a greater or lesser degree with other hospital positions which have 
2 counterpart to General Electric positions in Richland. Further- 
more, because trained nurses, and especially trained technical person- 
nel necessary for hospital operation, such as technicians, anesthetists, 
and physiotherapists are in general short supply throughout the 
country some incentive to live in Richland, rather than Seattle, Port- 
land, or Spokane, must be provided if hospital care remains at an 
average level required to obtain or retain personnel necessary to the 
Hanford project. 

A second point for discussion. Would it be practical to reduce 
materially the number of employees in Kadlec? We recognize the 
budget could be balanced by personnel reduction but the question is, 
what services and standards of services remain? In 1953, Kadlec 
Hospital averaged 2.1 employees per patient per day as compared 
with similar type hospitals in Washington State of 2.12 and similar 
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hospitals in Pacifie States of 2.27, as reported by the American 
Hospital Association in its journal hospit: sis and the administrative 
of that issue, June 1954, part 2. To reduce materially the number 
of employees per patient per day below the average in other com- 
parable hospitals could not be desired by any resident of Richland 
depending upon Kadlec Hospital services nor would it be feasible 
to affeet the operation at Hanford Works by substandard and unap 
proved hospital services. It must be emphasized that the morale of 
residents is particularly sensitive to the standards of hospital services. 
This is especially true in Richland because a standard hospital service 
has been one of a number of factors which has played a very material 
part in the vital statistics of Richland which show that the expected 
death rate for all age groups is substantially below the national rate. 
Therefore, to reduce material personnel below the average hospital 
levels would certainly threaten community health. It therefore ap- 
pears that provisions for some type of income over and above patient 
income is mandatory to continue standard hospital services for the 
community of Richland. And an additional income must be per- 
petuated through taxes or income-producing property or donations, 
gifts or subsidy of some form. For these major reasons this hospital 
committee takes the position that the continuing financial support 
of Kadlec is required and the committee has so recommended to the 
city council. Then that concludes our statement, Mr. Chairman. 

Representative Coir. Thank you, Doctor. What is the annual 
operating expense of the hospital at the present time / 

Dr. Warcer. We assume this to run something like—the question 
that you ask is not. one that’s quite open to discussion with the excep- 
tion of the figures that we have been supplied by the Atomic Energy 
Commission. 

Representative Coie. You mean it’s classified information. 

Dr.Warcer. No, it’s not classified. It is simply a matter of whether 
the operation itself has now been self-contained as a matter of account- 
ing and things of that kind—we’re not too sure as to the accuracy of 
figures: however, I can give you those figures supplied to us. The 
expenses implied to the coming year proposed our 1954 budget with 
$1,133,690. 

Representative Cote. What is the annual deficit ? 

Dr. Warcer. The deficit at the present time is anticipated to be 

$252,941. 

ree feleibative Corr. The reason I ask these questions, I was trying 
to arrive at some reasonable conclusion of why you changed—why 
your committee changed your recommendation ‘when you urged that 
the arrangements for property-income-producing property be made 
available to the hospital. Originally, your rec ommendation was that 
income should be between a third and one-half of the annual deficit. 
Your statement has been revised to recommend that the income be 
between 5 and 10 percent of the annual operation expenses. 

Dr. Wareer. The reason for that Mr. Chairman, is this. The com- 
mission of local representatives allow some $90,000 as the overhead 
costs, which will be deductible at the time the hospital is separated 
from its current plant operating connections. We think that that 
figure will probably be considerably less than that and we would pre- 


fer to base our estimates on operating costs rather than an estimated 
deficit. 
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Representative Cote. But dollarwise, it amounts to about the same 
figure, does it not? G 

Dr. Warcrer. Pretty close. Unless something like $56,000 being the 
lower figure to over $100,000. That’s about “right. Of course, we 
have the liberty in this case of obviously reducing our costs to opera- 
tion and as our cost of operation goes down, and obviously, we have 
no right to insist upon anything but our proposal here, namely 5 to 10 
percent current operating costs. 

Representative Coxe. But you don’t anticipate that’s going to hap- 
pen do you# That the operating expenses will go down? 

Dr. Warcer. We’re not sure. 

Representative Coir. Well, your statement didn’t give any indica- 
tion about which you can conclude otherwise then that they will 
not 

Dr. Warcer. Yes, I think it did. If you'll notice in our original 
statement, we do admit that the transfer of this hospital from its plant 
connections to the community will result in substantial savings and 
operating costs as now indie: ated. 

Mr. Attarpice. But you're not as optimistic about the probability 
of the deficit being reduced, are you? 

Dr. Waxrcer. Yes, we think that the deficit can be substantially re- 
duced. Our main point is directed in this way. If we took the 
Kadlec hospital and could move it, say, to Walla Walla or some other 
atmosphere besides Richland, I think that we would exactly coincide 
with the recommendations of the council. We are simply pointing out 
that Kadlec hospital is in an atmosphere of Richland and will continue 
to be associated in some way in competition with the similar functions 
plantwise, namely industrial medicine and industrial wages. We 
think that will increase our cost of operations some 5 to 10 percent. 

Representative Cote. Mr. Allardice? 

Mr. Autarpicr. I just can’t understand the situation. It seems to 
me what you have described is a problem common to hospitals through- 
out the country, that is that there—— 

Dr. Waxrcer. I have done exactly that. 

Mr. Atiarpvice. Seems to be less coming in than there is going out 
and McCobber says this is a bad thing, as you may recall. Now, tradi- 
tionally, hospitals elsewhere either get grants and aid from the State 
or the city or donations, philanthropic donations. Now, hospitals 
elsewhere also have a debt on their shoulders to carry—a good number 
of them. Now it seems here is a hospital which is, as it were, being 
born, fully grown with no debt and yet the problem of financing seems 
to raise such great fears in everybody’s mind that I don’t understand 
why the issue is so very difficult here. I don’t see why this shouldn’t 
be an opportunity to really get off to a start and break even. Other 
hospitals have terrific disadvantages and you don’t have any of those 
here. All your equipment is here, you’re free of debt. I just don’t 
understand this. 

Dr. Warcer. Maybe some elaboration would assist. We meant that 
if one were to examine hospitals in this State, and particularly the 
Northwest, they do traditionally, in contrast to the East, pay their 
own way, including the amount of indebtedness. That means that 
their patient income is of such a nature that it does allow their cur- 
rent operating expenses plus retirement of their obligation. This 
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committee reports here to you that such items as nursing salaries, 
which those types of hospitals pay, are some 40 percent less than this 
hospital would like to have to pay. Now on that basis, we say—— 

Mr. Autarpice. May I ask you this? Is that generally not true of 
the salary levels of other professions in Richland too? 

Dr. Warcer. It is. 

Mr. Attarpice. Proportionately the income per capita is higher by 
some similar amount if not exactly so ? 

Dr. Warcer. We will concede that. 

Mr. Atxarpice. As I say, I find it difficult to understand. How are 
your rates? Do your. rates compare with those of-—— 

Dr. Warcer. Our rates are very similar to other hospitals—that 
is, the cost to the patient agrees quite satisfactorily with the charges 
to other patients in other hospitals within this State. 

Mr. Auuarpice. In other words, you'd have to raise the cost to the 
patient if you wanted to break even ? 

Dr. Warcer. I’m sure of that. 

Mr. Auiarpice. And you don’t think this is something the people 
of Richland would particularly like? 

Dr. Warcer. I think that we would be—that’s exactly right—] 
think, also, furthermore, not only that but we would be in competition 
essentially here if we raised our rates to the point to where we could 
balance the budget. I think we would price ourselves pretty well in 
the market. We'd have Kadlec hospital—I mean the Kennewick 
Hospital, and so forth. 

Mr. Atiarpicr. They’d go somewhere, to some other hospital ? 

Dr. Warcer. There’s another point which I think 

Representative Coir. That they’d go to another hospital you’ve in- 
dicated, frankly, ’'m amazed. You've indicated that the rates charged 
to patients in your hospital here are comparable to the average rates 
charged throughout the State. 

Dr. Warcer. That’s right. 

Representative Cote. You have indicated that the per capita in- 
come of the people here in Richland is higher than it is throughout 
the State and yet you say the people here in Richland would not like 
to pay a higher rate for the hospital services that they get. 

Dr. Warcer. I’m sure that—I think, Mr. Chairman, there is an 
implied advantage which I have not made clear—I think in the second 
point of this discussion, I did point out to the chairman that the ad- 
vantage that Richland has is indicated in the vital statistics. We 
use this hospital, I am pretty sure, differently than communities 
which enjoy hospitals, by virtue of this: We have more people 
staying less time. Do I make myself clear? We have have more 
people going to this hospital but they stay less time than any other 
hospital in the state. 

Representative Coir. How do you account for that, because of the 
superior skill of the professional staff ? 

Dr. Warcer. No, we account for that by something I don’t care to 
get into at this time. But obviously coupled with the insurance that 
we have, we have been making it possible at minimum expense for 
patients to go to the hospital for attention e: rly. And, I think that’s 
good pre ventative medicine. 

Mr. Autarpice. People can go to a hospital less expensively ; there- 
fore they do go rather than treat it at home. 
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Dr. Warcer. Pardon me. That’s right. I think 

Mr. Auvarpice. That’s a very nice thing to be able to do. I have 
no ether question Mr. Chairman. 

Representative Cote. Mr. Norris / 

Mr. Norris. In your second recommendation you asked that the 
steam plant, soft water service, and laundry and receiving ware- 
housing facilities be transferred to the hospital. Are all four of 
these units—five of these units, currently included in the hospital 
operation ¢ 

Dr. Warcer. They are not available to the hospital except as an out- 
service. These functions are not available along with the present 
facility. No, they are not. 

Mr. Norris. Do these services come solely to the hospital or are 
these services supplied to the hospital and to others? 

Dr. Warcer. They’re supplied to the hospital and to others. 

Mr. Norris. And you would want to have them given solely to you. 
‘Then you’d supply the services to the others. 

Dr. Warcer. No, sir; we want this separate idea rather than us hay- 
ing to be dependent upon the steam plants in the 700 area, we would 
like to have our own steam plant, and instead of being dependent upon 
plant laundry, we would like to have our own laundry. That’s our 
idea 

Mr. Norris. I have another question with respect to your statement 
that if there is a transfer, this $90,000 in the overhead now charged by 
GE would not be carried over to your organization. You mean to say 
that you would not have any overhead ? 

Dr. Warcer. No sir. 

Mr. Norris. Where would the services be performed that GE now 
performs for you? 

Dr. Warcer. The services, is I understand the origin of these fig- 
ures, means that we can supply the services of a single overhead that 
are now supplied by General Electric at a saving of some $90,000, 
That’s my understanding of those figures. 

Mr. Norris. No more questions. 

Dr. Warcer. Thank you Mr. Chairman. 

Representative Corr. Thank you, Dr. Waeger. I suggest we take 
a 5- or 10-minute recess. 

AFTER RECESS 


Representative Cote. The meeting will ple: ise come to order again. 
The next name on the list before me is Mr. Charles E. Benton, repre 
senting the Senior Citizens. 

Mr. Atiarpice. Mr. Chairman, before Mr. Benton testifies, perhaps 
I could correct a possible misunderstanding in the record regarding 
the general wage rates and salary rates in ‘the Richland community. 
In the discussion with Dr. Waeger, I suggested that possibly the in- 
crease—increase in the nurses’ salary over that generally paid else- 
where might be compensated for by the generally “higher rates of pay 
for other “people or workers as a matter of fact in the project. here. 
And [ve been given some figures which will clarify that, I think. 1 
understand that as regards ¢ ‘lerical help in the project, the wage rates 
are about between 5 and 8 percent higher than those obtained for com- 
parable industries in the Northwest. For manual workers, the wage 
rates are about 14 percent higher than those obtained in comparable 
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industries in the Northwest, and that situation has existed now for 
about 6 years. All professional classes or exempt classes under the 
Fair Labor Standards Act are comparable with the exception of the 
nurses and firemen and policemen. This exception is generally due 
to the industrial flavor of the total operation here and, consequently, 
there isa higher rate for those obtained generally. 

Representative Corr. Thank you. Now, Mr. Benton, we'll be glad 
to hear you. 


STATEMENT OF CHARLES E. BENTON, REPRESENTING THE SENIOR 
CITIZENS 


Mr. Benron. Mi. Chairman, gentlemen, I’m representing a small 
group of people that will retire very shortly and we're r: ather dis: ap- 
pointed as this legislation has been in process for better than 4 years 
and the majority of us would like to st: ay here. I'll try to give you the 
reason why. We wish to buy our homes—there is no housing shortage 
in this vicinity. We have been here 10 years or longer. Our home 
ties are broken where we came from. In many instances, including 
myself, we disposed of our homes with the anticipation of buying 
here, because it was announced in our local papers here some 2 years 
ago that they expected this disposal bill to be passed—and it’s kind of 
leaving us out in the wind just a little bit, and we have become es- 
tublished here and wish to make our homes here. Many of us have 
relatives and, in some cases, children here. We have spent consider- 
able money and a world of effort in planting and landscaping our 
yards so we may enjoy pleasant surroundings. 

Gentlemen, I don’t know whether you saw this place in 1944, but it 
was a genuine sandbed. Don’t think it wasn’t. And it’s ¢ aused a lot 
of work and some expense. As quite a large percent of the people 
that we personally know that declare that they are not going to buy 
property, numerous people have bought as of now in Pasco, Kenne- 
wick, Prosser, Grandview, Sunny side, and Yakima. Others I know of 
are planning to buy out of this section. There'll be less than 1 percent 
of us aged people here. We are mostly in a cheaper grade of houses. 
If we were at war and these houses were actually needed for workers, 
we would gladiy vacate without an argument. We are submitting 
this petition to you gentlemen for your consideration and hope for 
your favorable decision and I thank you. 

Representative Corr. Mr. Benton, I don't quite understand your 
position, You indicated that you came here, you and your friends 
came here, with the idea of wanting your own homes and now that the 
opportunity seems to be about available for you to do that ver y thing, 
vou've indicated you don’t want to own your own home. 

Mr. Benron. That’s what we want to do. We don’t want to be 
forced to vacate from here. We want this order eased until those of 
us who retire prior to the sale that we might stay here and buy our 
homes here. ‘That’s what we want to do. 

Mr. Aunarvice. As I understand it, sir, what you'd like is some type 
of priority for those of you who retire in the interim between now and 
the passage of 

Mr. Benton. When we retire we have to vacate very shortly after 
and I—we would like an easement on that order that we might retain 
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our homes until such time they are for disposal, being as this is so near 
disposal time. 

Mr. Auiarpice. Well, is that a problem of administration between 
you and the Atomic Energy Commission or is that something we 
should attack in this legislation / It seems to me that if you are in 
fact a resident at the time the legislation is passed then the priority 
system set up in section 106, I believe, or 105, would apply to you. 
Is that not correct 4 

Mr. Benton. Yes. 

Mr. Atnarpice. Now your problem then is that between now and 
the passage of the legislation some of you may retire and uae ad- 
ministrative decision of the Commission be forced to move 

Mr. Benton. That’s right. 

Mr. Auuarpice. You would like some recognition by the Commis- 
sion of your ability of allowing you to remain in residence until this 
issue of disposal i is resolved. Have you discussed this with the Atomic 
Energy Commission ¢ 

Mr. Benton. Yes; and Mr. Shaw said, “Definitely not, that until 
such time until 12:01 of the day of the sale, we would have to vacate 
if we retired.” 

Mr. Aunarpice. He indicated that that was his instruction or what— 
that was his decision or was that an instruction to him ? 

Mr. Benton. That if we retired prior to that we would have to get 
out. 

Mr. Atiarpice. Thank you. 

Representative Cor. It would seem to me that Mr. Shaw’s posi- 
tion is correct in that this bill does not provide for persons who are 
in the situation that you have described yourself to be. But that 
can be remedied by appropriate readjustment in the bill and it seems 
to me to be one that is entirely justified. Thank you very much, 
Mr. Benton. 

Mr. Benron. Thank you gentlemen, and I know that the others 
will thank you very kindly to give us consideration. Thank you. 

Representative Corr. Is the Chair justified in making the assump- 
tion that the applause which greeted Mr. Benton’s presentation in- 
dicates that those who applauded were the senior citizens and therefore 
thought that this change in the act should be made? Simply, that 
you supported the meritorious position that Mr. Benton advanced / 
Mr. Allardice has emphasized in my mind Mr. Benton's statement 
of the efforts that have been made by home users in landscaping their 
homes. As we have driven about the city yesterday and today, we 
have been quite impressed by the unusual efforts that have been made 
by the property users to beautify their homes. I, at least, have been 
equally impressed with the abundance of water that is being used 
in accomplishing that purpose. Mr. Hurd—Mr. Owen W. Hurd, the 
manager of the Benton County Public Utility District. Good morn- 
ing, Mr. Hurd. If you will just take the chair and be comfortable. 

Mr. Hurp. Thank you, Mr. Cole. 

Representative Cour. Tell us your opinions with respect to this 
pending bill. 

Mr. Hurp. Well, I have before me a prepared statement which I’d 
like to read. 

Representative Cott. Very well, sir. 
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STATEMENT OF OWEN W. HURD, MANAGER, BENTON COUNTY 
PUBLIC UTILITY DISTRICT 


Mr. Hurp. My name is Owen W. Hurd. I am manager of the 
Benton County Public Utility District, a countywide municipal cor- 
poration est: ablished in 1934 under the laws of the State of Wash- 
ington by vote of the people of Benton County. The district now 
serves all of the people in Benton County with electric power except 
the residents of Richland and certain rural areas served by the 
Benton Rural Electric Association. This statement has been pre- 
pared and is presented here in accordance with instructions by the 
lsoard of Commissioners of the Benton County Public Utility District. 

The purpose of this statement is twofold : First, to endorse the 
ar of the proposed legislation, S 3324, for the disposal of 
federally owned electric fac ilities in Rie bland. Second—to acquaint 
the committee with the Benton County Public Utility District’s pro- 
posal to AEC for operation of the Richland electric distribution 
system. As will hereafter appear, this proposal is one that could be 
accepted now without waiting for the period of inev ita ible delays in- 
cident to the incorporation of the city of Richland. 

The stated purpose of the law which makes poss * e the formation 
of countywide public utility districts is “to conserve the water and 
power resources of the State of Washington for the benefit of the 
people thereof and to supply public utility service including water 
and electricity for all users. 

The elective officials of a public utility district formed under this 
law consist of three Commissioners, one from each Commissioner's 
District within the county. The Commissioners employ a manager 
to serve as the chief administrative oflicer of the district. - ‘The district 
is authorized to issue revenue bonds for the purchase and expansion 
of utility facilities and such bonds are secured by revenues received 
from the utility operation. In addition the district may issue gen- 
eral obligation bonds up to 114 percent of the assessed valuation of the 
county in which it serves. 

The district pays such State and local taxes as required by State 
law and such city occupation taxes as levied by the cities in which 
the district operates. 

The district, as a municipal corporation, comes under the same reg- 
ulatory control by the Washington State Department of Municipal 
C orpor ations as any incorporated city in the State. 

The Benton County Public Utility District began operation in 1946 
with the acquisition of the electric distribution facilities of the private 
power company then operating in the county. Due to the rapid 
growth in the county the number of customers have more than doubled 
and the revenues and kilowatt-hour sales have more than tripled with 
the result that the district now serves over 8,000 customers who use 
100 million kilowatt-hours per year. Annual electric revenues now 
exceed $1 million. In addition to providing the required facilities to 
serve existing customers the district has at the same time provided 
adequate facilities to take care of expected continued growth within 
its service area. The district is in sound financial condition and its 
rates, although adequate to maintain the district’s financial condition, 
are lower than other utilities operating in this area. The district 
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has an experienced and efficient staff which has made possible the 
district’s excellent operating record and contributed a great deal to 
its sound financial position. 

During the 6 years the district has been in operation it has acquired 
an equity of $885,000 in its electric system for the people of Benton 
County including the residents of Richland. The assets of the district 
have increased from $1,550,000 to $4,400,000. Although the people of 
Richland are not presently served by the Benton ~C ounty Public 
Utility District they are a part of and have an equal voice in the 
operation of the district by virtue of their right to vote for the elective 
officials of the district. 

Section 103 of S. 3324 provides that the Atomic Energy Commission 
may transfer, without charge, the municipal fac ilities of Richland, 
including the electric distribution system, to the city of Richland or 
the State of Washington, or any political subdivision or agency 
thereof. 

This provision of 8. 3324 makes it permissive on the part of AEC to 
transfer the electrical distribution system to the Benton County Public 
Utility District. 

There are at least the foliowing six sound reasons why the transfer 
of the electric-distribution system to the Benton County Public Utility 
District would be ‘n the best interest of the residents of the city of 
Richmond and Benton County: 

The residents of Richland are legally a part of the Benton County 
Public Utility District. In fact, at present they constitute a majority 
of the voters in the county. By their vote they can control the election 
of Public Utility District Commissioners and thereby influence to a 
large extent the policies of the district. There is no legal means at 
present for the city of Richland to disassociate itself from the district. 

A countywide utility can operate more efficiently and with less 
cost than two separate and distinct utilities serving the same area. 

The public utility district could make at least ‘the same payments 
to ie city of Richland to help defray municipal expenses as the city 
could make to itself from electric revenues if it were to own and operate 
the system. 

The residents of Richland and others served by the district 
would share in the benefits of lower incremental costs of the district’s 
operation of the Richland system as compared to the duplicating cost 
if the city were to operate its own system. It is estimated that this 
saving would amount to more than $100,000 per year and would be 
reflected in greater benefits in the form of lower rates or increased 
equity by the city of Richland and other persons served by the district. 

5. A single countywide utility unit would be in a better position to 
acequi ately plan its future power supply as compared to two separate 
smaller utilities serving the same ar Although both the district 
and AEC obtain their present power as from the Federal Govern- 
ment, it may be necessary in the future to arrange for power from 
some other source. 

6. A single integrated utility could provide better service at lower 
eost and with greater physical and financial reserves. 

Although we firmly are convinced of the basic sec higt and in- 
herent logic in favor of a single, integrated, countywide elec ctric utili ity 
operation for Benton County, we have also been cognizant of the 
conclusions reached by the public administration and Se urry reports 
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as well as expressed opinion of other study groups that the city of 
Richland should be the recipient of the benefit of the electric system 
when disposed of by the Federal Government. It was with recogni- 
tion of these conclusions reached by others that caused the present 
Public Utility District Commissioners to authorize me to state to this 
committee that the district does not intend to request AEC to transfer 

the Richland electric system to the district when disposal becomes pos- 
sible unless the people of Richland desire such a transfer. It is, how- 
ever, the commissioners’ present intent that upon the incorporation 
of Richland the district shall propose to the city of Richland that a 
contract between the city and the district be entered into. By terms 
of this contract the district would operate the electric distribution 
system for the city in order to secure the maximum benefits for the 
residents of Richland. We recognize that the city of Richland needs 
immediate funds for operating expenses until a sufficient tax base can 
be established and normal taxes levied to provide required funds. 
These cash benefits can be available from electric revenues from a 
debt-free distribution system. It is the recognition of the need for 
such a subsidy from electric revenues by the city of Richland during 
its early years of operation that makes it necessary and desirable for 
the city to have maximum control of the electric system and at the 
same time insure its operation in the most efficient manner. This we 
believe can best be accomplished by the district’s operation of the 
system under contract for the city. In view of all the circumstances 
we believe the provisions for the disposal of the electric system as 
provided for in S. 3324 are satisfactory and will permit the transfer of 
the utility facilities in the best interest of the people of the Govern- 
ment and of the people of Richland and Benton County. 

Before concluding our statement before this committee we should 
like to outline briefly the status of proposals made by the district to 
AEC over the past several years for the operation of the Richland 
electric distribution system. We believe this information is pe rtinent 
to this hearing and necessary to the proper evaluation of the district’s 
recommendations. 

In 1949, when the AEC announced its intention of working toward 
the disposal of the community facilities in Richland and Oakridge, 
Tenn., the district began to consider methods of integr ating the Rich- 
land system into its countywide operation. 

As a result of careful studies, the district made a formal proposal 
to the AEC on August 17, 1950, for the purchase or lease of the electric 
system on the basis of its fair value. At the time this proposal was 
made energy supplied to the residents of Richland was not metered. 
Under the district’s proposal, energy would have been metered and 
sold to the users by the district at rates lower than those then in effect 
in the area served by the district. It was estimated that rates could 
also be lowered elsewhere on the system. It was also proposed that 
in lieu of tax, payments would be made to the Government. 

This proposal was neither accepted nor rejected because the Atomic 
Energy Commission desired to await the results of various studies 
being made on the entire problem of property disposal in Richland. 

Subsequent to the district’s first proposals AEC has installed meters, 
adopted rates, and instituted other procedures similar to those in effect 
by the district. The district has cooperated by making full informa- 
tion available regarding its operation. 
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In May 1953, the district was invited by AEC to modify its first 
proposal on the following assumptions : 

1. The city would own the system and lease for operation and main- 
tenance by others. 

2. Any capital improvements, extensions of the system, replace- 
ments, etc., would remain the property of the city. 

3. Any surplus developed in the operation would be applied either 
to the general fund of the city or to a reduction in rates to customers 
served by the city system only. 

4. Reasonable charges against the system for administration, super- 
vision, and general overhead would be acceptable. 

On June 30, 1953, the district submitted a proposal based upon these 
assumptions. The cistrict indicated its willingness forthwith to enter 
into a contract for the operation of the Richland electric system which 
would be applicable to the present federal government operation and 
if desired would also be applicable if ownership were later transferred 
to the incorporated city of Richland. 

This proposal, likewise, was neither accepted nor rejected. On 
March 13, 1954, as a result of discussions with AEC staff we advised 
Mr. Shaw that the district would be willing to enter into an “agency 
type” contract for the interim operation of the Richland electric sys- 
tem. Under such a contract the district would operate the system 
without profit and for actual costs. The Government would thereby 
receive the full benefits of the savings to be effected by combined oper- 
ation as compared to the present duplicating costs. The only benefit 
the district would receive would be the reduction in certain overhead 
and fixed costs due to the sharing of these costs with the Government. 
However, our studies indicated that these savings would be substantial, 
amounting to approximately $90,000 per year of which the Govern- 
ment would benefit by about $50,000 and the District about $40,000. 

It is the fact that Richland is legally a part—the greater part—of 
the district plus the incentive of these savings that have caused us to 
continue to seek some methed of mutual operation of the Richland and 
district systems. We sincerely believe that it will be in the best in- 
terest of all concerned if this objective can be achieved and accom- 
plished without loss or detriment to either party. 

In conclusion we would like to recommend the following: 

1. That S. 3324 be enacted without change with regard to the trans- 
fer of the electric facilities. 

2. As an interim measure, to be effective immediately, that the Dis- 
trict’s proposal for operation of the Richland electric system under 
contract with AEC be approved. 

Representative Coir. Thank you, Mr. Hurd. Mr. Allardice, Mr. 
Norris—any questions / 

Mr. Auuarpice. I take it then, Mr. Hurd, you are opposed to the 
Council’s proposal to insert the word “first” after “the city of Rich- 
land” in section 103 (c). In other words, establishing a priority for 
the city as being the first buyer of the utility system ? 

Mr. Hurp. No, we do not infer that that change is necessary but 
we would not oppose it because we have said, in effect, that we recog- 
nize the priority position of the city of Richland. 

Mr. Auiarpice. I was trying to reconcile the recommendation that 
it be enacted without change with the request change. I take it you 
don’t oppose it—you don’t recommend it either. 
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Mr. Hurp. That’: right. 

Mr. Atvarpice. I note you say that in addition—on page 2 of your 
statement—in addition, the district may issue general obligation bonds 
up to 114 percent of the assessed valuation of the county in which it 
serves. Now, does, at the present time—that assessed valuation include 
the valuation of Richland? 

Mr. Hurp. No; I believe that it does not. I don’t believe there’s any 
property in Richland that’s on the county assessment rolls. 

Mr. Auiarpvice. I noted also in your statement that you said your 
district serves over 8,000 customers who use 1 million kilowatt-hours 
per year—and the written statement says a hundred million. Which 
is the correct statement ? 

Mr. Hvurp. One hundred million is correct. Thank you for making 
that correction. 

Mr. Auiarpice. | thought that was a high kilowatt cost if it was 
only 1 million. I also note that you say the district’s rates are lower 
than other utilities operating in this area. Now, are they lower than 
the AEC rates? 

Mr. Hurp. No, sir; they’re not. In making that statement, I do not 
consider the Federal Government’s distribution of power in Richland 
in the same light as other utilities, both public and private and adja- 
cent areas. 

Mr. Auuarpice. I think that’s an understandable thing, but I didn’t 
understand whether you did it or not. 

Mr. Hurp. Asa matter of fact, I might state for the record here that 
the Atomic Energy Commission in est: ‘ablishing rates use as a base the 
rates charged by ‘the Benton C ounty Publie Utility District and they 
chose an objective rate that we had which results in a rate now in 
Richland approximately 75 cents per month per customer lower than 

that charged by the district. 

Mr. Auiarpice. I note also on page 3 of your statement that there 
is no legal means at present for the city of Richland to disassociate 
itself from the district. If it became an incorporated city, could it 
then disassociate itself ? 

Mr. Hurp. No, that statement would still be true. 

Mr. Auxarpice. I wondered what the “at present” qualification 
meant. 

Mr. Hurp. That has to do with the State at large. In other words, 
that’s applicable to all cities. 

Mr. Auvarpice. I also note that you do not intend to ask the Com- 
mission to transfer the system to you when disposal is possible, unless 
the people of Richland desire such a transfer. By that I suppose you 
mean a referendum or something of this kind ? 

Mr. Hurp. Yes, some tangible expression of opinion that would be 
convincing at least to the majority or a larger portion of persons liv- 
ing in Richland desire that ch: inge to be made. At the present time 
we have had no real basis for a sampling public opinion on ths at subject. 

Mr. Atiarpice. I think that’s all, Mr. Chairman. 

Representative Coir. Mr. Morris? 

Mr. Norris. I wanted to ask you only with respect to the question 
with respect to the statement on page 3. which reads “although the 
people of Richland are not presently served by the Benton County Pub- 
lic Utility District, they are a part of us and have an equal voice in the 
operation of the district by virtue of their right to vote for the elective 
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officials of the district.” Last night, I believe it was brought out that 

the persons living in the city of Richland at present cannot incor- 

porate because they are not freeholders. Does this mean that there 
are different standards for voting and from being—from having the 
right to incorporate ¢ 

“Mr. Hurp. Yes, the people in Richland vote for the county elective 
officials, and the commissioners of the public utility district are elective 
officials, and, therefore, residents of the county including those in 
Richland vote for those offices. 

Mr. Norris. So that there are two different standards then—for 
voting and for incorporating. 

Mr. Hurp. To that extent. 

Mr. Norris. That’s all I have, Mr. Chairman. 

Representative Cote. Thank you, Mr. Hurd. Mr. Bragg, Mr. 
George T. Bragg, vice president, Pacific Power & Light Co. “Our re- 
cording machine does not indicate your voice. W ill you please come 
up and. put your voice on record please? Yes sir, Mr. Bragg. 


STATEMENTS OF GEORGE T. BRAGG AND ALLAN A. SMITH, PACIFIC 
POWER & LIGHT CO. 


Mr. Brace. Mr. Chairman, with your permission, Mr. Allan A. 
Smith of Lang, Grey & Smith, counsel for Pacific Co. will make the 
statement. 

Representative Cote. Very well, glad to hear Mr. Smith. 

Mr. Surru. Mr. Chairman, I have a prepared statement which ’m 
going to hand to you and which I will paraphrase rather than to take 
the time to read the entire statement to the committee. First, I would 
like to say that I’m very glad to agree pretty generally with the state- 
ments that have been made to you by Mr. Hurd. Naturally, I dis- 
ugree with his statement that the bill should be passed entirely without 
changes because I have one change that I want to suggest to the 
committee which I think should be made. I might take a moment to 
make a statement for the record as to the Pacific Power & Light Co. 
for which speak. This company is engaged in the electric, telephone, 
and water-distribution business in five of the Pacific Northwestern 
States. It serves a total of 265,000 customers with electric service, 
12,000 customers with telephone service, and 8,000 customers with 
water service. I make that statement primarily to indicate to the 
committee the size of the concern and what those figures may indicate 
as to the qualifications and to the ability of the company to perform 
any service that might be requested of it in connection with any of 
those particular items in the city of Richk ind. It has—perhaps as a 
further illustr: shies of the company’s quality and size is indicated by 
the fact that its gross revenues aggregate almost, at the present time, 
“40 million per year, and it has property standing on its books at a 
valuation in excess of S180 million. The Pacifie Power & Light Co. 
is entirely symp: inate toward a program that will give to the people 
of Richland the right to do what they think they should do—not only 
with the electric but with all of the other utility services. If the ¢ ity 
of Richland believes that it can operate these various facilities to its 
advantage and to the welfare of the people who live in the city of 
Richland, we're for that kind of program, 





. 
' 
) 








i 
5 





DISPOSAL OF GOVERNMENT-OWNED COMMUNITY 07 


If the city of Richland believes that the Pacific Power & Light Co. 
can render a service to the city by way of consultation and advice, by 
the operations of the facility or in any other problem in connection 
with the transition from Federal to local ownership, the Pacific Power 
& Light Co. is ready, willing and anxious to render that service. If 
the city would like to have us consider a management contract, so to 
speak, or an agency contract such as that referred to by Mr. Hurd in 
his presentation, the Pacific company would welcome the opportunity 
to consider that, not in bitter controversy or competition with Mr. 
Hurd and the district, but in a friendly manner to give the people of 
the city of Richland some measuring stick by whie h it mz iy determine 
for itself the best manner of handling these facilities. 

Should it be determined by the ¢ ity that it prefers not to own these 
facilities, but to dispose of them, we think consideration should be 
given to the fact that the Pacific company engaged in this type of 
business and the bill should be amended so that if they are disposed of, 
that the Pacific company will give an opportunity at least to make a 
bid on the property. 

The bill, as it is drawn, indicates that if it is transferred to the city, 
it will be without cost to the city. I think it is subject to the con- 
struction that if they are tr: ansferred to any other agency of the State 
of Washington or the State itself, that also might be without cost. 
We have no objection ourselves, even if we had a right to make one, to 
the transfer by the Federal Government to the people of the city of 
Richland, of all these facilities without cost. We believe, however, 
that if they are to be transferred to some third party, even though it’s 
the State of Washington or any of its subdivisions, they should not be 
transferred without such costs, but any third party who might desire 
to obtain the ownership of these facilities should pay for them on some 
reasonable basis perhaps to be determined by the Commission itself 
as to the manner of sale and the value to be put on the property. 

In order that these matters may be brought about we would like 
to suggest that subsection (c), I think it is of section 103, be amended 
so that if the properties are to be disposed of to anyone other than the 
city of Richland that all outside parties be given an opportunity to 
at least submit a bid. 

And as a last statement to the committee, I would like to agree 
profoundly with Mr. Hurd’s statement that the people of Richland 
ought to decide how they handled this matter and I’m sure that the 
congressional committee, the gentlemen who are here taking part in 
this hearing, and the Congress itself will te in aceord with that some 
what old-fashioned American principle of letting the local people 
decide for themselves how these udiinans should be taken care of, 
and that is strictly in accord with the appendix to the report released 
by this committee, and I read from page y > “Accordingly, it intend 
prior to making any transfer to assure itself that the residents have 
liad adequi: ite Opportunl ity so far as local proce lure permits, to make 
ther pre ferences known and that the action if proposes is In accord 
ance with their decision.” Now I call that to the attention of the com- 
mittee and of the people who are present to note that the committee 
has already committed itself to a proposal that in the disposition of 
tnese facilities which I have mentioned that the decision of the peo] ple 
who live in Richland should control. Iam 100 percent in accord with 
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that and the Pacific Power & Light Co. is likewise in accordance with 
that principle. I think that is all I have, Mr. Chairman. 

Representative Coie. Thank you, Mr. Smith. I note that your 
extemporaneous statement has been a paraphrase of your formal 
statement, but in order that there may be no room for doubt as to 
what you said, I will consider that your formal statement is filed as 
part of the appendix of the record and your oral statement as a part 
of the main portion of the record. 

Mr. Smirxn. Thank you, Mr. Chairman. 

Representative Cote. Are there any questions ? 

Mr. Autarpice. No sir. 

Mr. Norris. I want to point out that the last item that Mr. Smith 
was quoting from is not a committee report but is rather a quote from 
the section-by-section analysis prepared by the Atomic Energy Com- 
mission on the proposed community disposal and this is the Commis- 
sion position. 

Mr. Smiru. You are correct, Mr. Norris. When I spoke, I thought 
it was a committee statement, but that is correct. It's a statement 
made by the Atomic Energy Commission. 

Mr. Norris. I have nothing further. 

Representative Cote. At any rate I think I can say that the com- 
mittee—the members of the joint committee would subscribe to the 
philosophy that it’s up to the people and the community of Richland 
to determine what disposition will be made of the utilities. 

Mr. Smirn. I’m very glad to hear you say so, Mr. Chairman— 

Representative Cour. ‘And I think’the attitude that you have ex- 
pressed in representing private enterprise in this field is very proper, 
very appropriate. At least now, we have succeeded in establishing 
two competitors. Well, so far as I know, there are two competitors 
for this municipal lighting system here in the city of Richland. We 
hope there may be more, but at least so far we have two. Thank you 
very much Mr. Smith and Mr. Bragg. Mr. Jarmon, Mr. Roy Jarmon, 
president of the General Telephone Co. Good morning, Mr. Jarmon. 


STATEMENT OF ROY JARMON, PRESIDENT, GENERAL 
TELEPHONE CO. 


Mr. Jarmon. Good morning, Mr. Chairman. 

Representative Cor. Make yourself comfortable sir. 

Mr. JarmMon. Thank you. 

Representative Cor. From what little I have heard on the outside, 
and heard. on the inside last evening, I judge that we have another 
bidder for one of the Richland utilities. 

Mr. Jarmon. Yes sir. 

Representative Coir. I will be glad to hear your position. 

Mr. Jarmon. I have a prepared statement that I’d like to read, if 
I may. 

Representative Cotz. Very well. 

Mr. Jarmon. I am president of General Telephone Company of the 
Northwest. Our company provides service to about 53,000 telephones 
through 64 exchanges in eastern Washington, northern Idaho, and 
western Montana. Our assigned territory ‘includes the community of 
Richland as well as Kennewick, Benton C ity, Enterprise, and Plym- 
outh and the intervening areas. 
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Representative Cote. May I interrupt you to inquire what authority 
it is which assigned territory to your company / 

Mr. Jarmon. The W ashington Public Service Commission. My in- 
terest in the proposed legislation which is at present embodied in 
House Report 8861 and Senate bill 3324 refers entirely to the proposals 
for dealing with the existing communications facilities in the com- 
munity of Richland. This legislation, which proposes the establish- 
ment of public ownership of utilities in the area, is a matter of deep 
concern to our company and to the telephone industry generally. 

I am sure that it will be helpful to your committee, in considering 
various proposals, to be advised of the pertinent factual backgrow id 
relating to this problem. I shall, therefore, tell briefly the relevant 
facts in connection with the Government’s acquisition in this area, the 
effect thereof upon existing rights in the area, and the position which I 
um constrained to take on behalf of the General Telephone Co. by 
reason of that factual background. 

Prior to the development of the Hanford engineer project by the 
Federal Government early in 1943 the geographic area which was 
subsequently included in that project had been served by several oper- 
ating telephone ( ‘ompanies. Chief among these were first, the Colum- 
bia River Telephone Co., practically all of whose territory was in- 
cluded in the project; second, the Pacific Telephone & Telegraph 
Co. which was a connecting company serving the Pasco exchange and 

certain other territory ; and third, the Kennewick Valley Telephone 
Co. which served the Richland exchange and to whose rights our com- 
pany has succeeded by purchase. 

The community facilities were acquired by the Federal Government 
partly through negotiation and direct purchase and partly through 
condemnation. In connection with the acquisitions of these lands and 
facilities by the Federal Government, whether by purchase or con- 
demnation, provision was expressly made for the preservation of the 
then existing serving rights and duties with regard to telephone serv- 
ice. The status with regard to the Richland area was meticulously 
recognized throughout the negotiations, the option to purchase, and 
the actual purchase. 

The same status was then later carefully preserved in an order of 
the Washington Public Service Commission. Since this order was 
very carefully prepared after extensive negotiations and conferences 
involving all of the parties concerned, I shall quote extensively from 
it. It sets out clearly the intentions and the rights and the duties of 
the parties involved. Quoting from the recitals in the order we find : 

The project is located on a Federal Government reservation comprising Gov- 
ernment-owned and leased lands. some of which lands have recently been acquired 
by the Government by outright purchase, by lease, and through condemnation 
proceedings. 

Representative Cote. May I interrupt to inquire to what is the order 
directed when it says “the project is located”? What isthe reference 
the project ? 

Mr. Jarmon. My understanding is that it includes the entire reserva 
tion which includes, in addition to what now may be considered, the 
Hanford engineering project. It also includes the community of 
Richland. Now that is my understanding. 
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Representative Coir. When this order uses the expression “the 
project” it is referring to the Manhattan Engineering District project 
and not to a telephone project. 

Mr. Jarmon. Yes, that is correct. 

Representative Coir. I understand. 

Mr. JArmMon (reading) : 


Heretofore there has been located within the area now included in the Govern- 
ment reservation several operating telephone companies. These telephone com- 
panies have on file with the Department of Public Service of Washington, and 
therefore, as a matter of public record, tariff filings setting forth schedule of 
rates, service conditions, and territory, designated as exchange areas, in which 
by virtue of such filing, they are obligated to meet all reasonable and normal 
demand for such telephone service as may develop in their respective exchange 
areas. It is known that the project boundaries as at present determined, over- 
lap, or are contiguous or are adjacent to the exchange area boundaries of several 
telephone companies as recorded in the respective tariffs of such companies on 
file with the department of publie service. The project boundaries are subject 
to expansion or contraction, from time to time, as military exigencies may re- 
quire. The several telephone companies will by virtue of military necessity be 
excluded from portions of their service territory, embrased in their filed exchange 
areas, to the extent that such overlapping by the project area boundary occurs. 
Such special arrangements for service necessary to meet the Federal Govern- 
ment’s requirements during the period of operation of this project by such Gov- 
ernment are in no way intended to alter the existing exchange areas and serving 
rights or responsibilities of the several telephone companies now serving the area, 
except that during such period as the Federal Government shall operate the 
communication system in such project area, the respective exchange area rights 
and obligations of the several telephone companies involved will necessarily be 
temporarily interrupted. Such companies must be relieved of any responsibility 
for rendering telephone service or under any obligation to render such service, 
in that portion of their filed exchange areas that now, or hereafter, may be over- 
lapped by or be in conflict with the boundaries of the project known as Hanford 
Engineering Works. However, at the end of the period of operation of the 
communication system in the project area by the Federal Government, the obli- 
gation, responsibility, and rights to serve all of their respective exchange areas 
will again automatically apply according to the tariffs of the several telephone 
companies now on file with the department of public service. 


In 1948, General Telephone Company of the Northwest purchased 
all the property, assets, franchises, and permits of the Kennewick Val- 
ley Telephone Co., which included the right to serve the community 
of Richland. This sale was apprved by the Washington Public 
Service Commission, 

The Richland area is included in the maps of exchange area bound- 
aries filed in the tariffs of our company with the Washington Public 
Service Commission, and the Richland community has been consist- 
ently recognized as being within the serving territory of General 
Telephone Company of the Northwest with an ‘obligation and a correl- 
ative right to serve that area. This right w as tempor arily relinquished 
and the obligation temporarily excused by reason of the war 
emergency. 

However, consistent with our serving rights in Richland, our com- 
pany does furnish service through the ownership and operation of 
the public pay stations in that community, and our company also fur- 
nishes service directly to the private branch exchange at the Desert 
Inn Hotel. 

Having now outlined briefly the status of the territory in which 
the community of Richland is located with reference to telephone serv- 
ice, | want to state briefly the position of the General Telephone Co. 
with regard to proposals for the disposition of telephone facilities 
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which were furnished by the Government to meet its requirements by 
reason of the war emergency. 

First, our company is re: idy, willing, and able at any time to again 
assume all the obligations and responsibilities for furnishing tele phone 
service in all of its assigned territory including the community of 
Richland. In that connection we conceive it to be our responsibility 
to provide modern and efficient telephone service consistent with the 
needs of the community at fair and reasonable rates as approved by 
the proper regulatory authority. In our case that authority is the 
Washington Public Service Commission. We are already providing 
service in adjacent areas with which the service at Richland may well 
le and should be integrated. 

As evidence of the ability of General Telephone C ompany of the 
Northwest to provide high-grade, efficient, tae ‘rn service I can point 
out that our company is a part of the General Telephone System which 
provides service to more than 14 million telephones throughout the 
United States by means of 16 subsidiary companies. Our own com- 
pany and the parent company, General Telephone Corporation of New 
York, have adequate financial resources, technical skill, and techni- 
cians to provide the best telephone service that modern science has de- 
veloped consistent with the needs and demands of the communities we 
serve. In about 1 week we will convert to dial operation the exchange 
at Wenatchee, Wash., which will bring 77 percent of our facilities 
under dial operation in 49 separate telephone exchanges throughout 
our serving territory in Washington, Idaho, and Montana. Most of 
the remaining exchanges of our company, including the one at Kenne- 
wick, are already programed for conversion to automatic dial opera- 
tion. Our company has recently successfully pioneered the use of 
customer-toll dialing between various exchanges in the Northwest. 

Secondly, we think there is no longer justification for the Federal 
Government to retain the ownership and control of the telephone sys- 
tem in the community of Richland. It was the understanding of all 
parties concerned, including the Government, that its ownership and 
operation should be only temporary during the existence of the war 
emergency. It would be inconsistent with that understanding to pro- 
long the period beyond the actual need. 

Next, I want to make it clear that our company would not expect a 
gift of these properties but would expect to pay a fair and reasonable 
price for all the facilities which are usable in a modern and efficient 
telephone system. This would do justice to the taxpayers who pro- 
vided the money with which this telephone plant was constructed. It 
would also be fair to the rate payers who would pay reasonable rates 
to produce a fair return upon that investment. Such rates would be 
fair not only to the telephone users in Richland but also to telephone 
users in other communities who would not be required to subsidize the 
telephone service of the community of Richland. The citizens of that 
coined’ would be assured of uniform treatment with the rest of the 
State of Washington. 

Further, both as president of General Telephone Company of the 
Northwest and as a citizen and a taxpayer, I ak | be remiss if I did 
not emphatically point out that it would be unfair in my opinion, if 
not illegal, to take the territory and franchises under the stress of 
national emergency and then after the e xpiration of the emergency to 
make plans for the disposition thereof without considering the as- 
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surances which were given at the time the project was conceived and 
organized. Enactment of this bill as presently drafted would be an 
implied approval by Congress of public ownership in an industry 
where no municipality even approaching the size of Richland owns 
and operates a telephone system. This action would, I am sure, create 
fear in the minds of investors generally concerning the stability of 
investments in telephone companies, and would therefore have an 
adverse effect upon the tinancing of telephone expansion and service 
improvement programs. 

In conclusion, I want to reiterate that our company 1s anxious to 
provide proper telephone service in this community. We will buy the 
_property at a fair price; we will provide service at fair and reasonable 
rates under the jurisdiction of the Washington Public Service 
Commission; and we will pay taxes. We have the managerial and 
other technical skills required and the financial resources to operate 
this telephone system efficiently and to properly integrate it with other 
telephone communities, and finally we believe our company has not 
only the duty but also the right to serve this area and that under these 
circumstances it is time for the Government to relinquish its ownership 
and control of this service. 

Representative Corr. Thank you, Mr. Jarmon. Your statement in- 
dicated that no community in the State of Washington of the size of 
Richland engaged in the operation of a telephone system. Does that 
mean that there are cities, or communities of larger size than Richland 
here in the State of Washington which do operate telephone systems 4 

Mr. Jarmon. Mr. Chairman, to my knowledge there are none. 

Representative Cote. Do you know if it is legal for a municipality 
to operate a telephone system in the State of Washington ¢ 

Mr. Jarmon. I understand there has been publicity in the last day 
or so regarding opinion of the Attorney General’s Office regarding that 
matter. Frankly, I have not read that nor seen the publicity regard- 
ing it, and I am not prepared, but to the best of my knowledge the 
statutes do not make it permissible. 

Representative Cote. The subcommittee was told by representatives 
of the State attorney general’s office last evening that the opinion of 
the attorney general was to the effect that this community of Rich- 
Jand would not have the legal authority to operate a telephone system. 
So that even though the Congress, the Atomic Energy Commission, 
and the Joint Committee on Atomic Energy, and ultimately the Con- 
gress would dispose in support of the idea of transferring the tele- 
phone system now in operation here in Richland, to the prospective 
community or city of Richland, the city of Richland would be helpless 
to operate that system unless the laws of the State of Washington were 
revised to make that possible. Is that correct ? 

Mr. Jarmon. That is my understanding, but I must repeat that I 
have not seen that opinion. 

Representative Coir. It is your position then that since the order 
of the State public utility commission at the time the Hanford Engi- 
neers Works was started, which permitted the Federal Government 
to own and operate a communication system here in the Federal Re- 
serve Reservation, was a temporary suspension of the license or 
franchise which your company had at that time, or which your prede- 
cessor in interest had at that time? 

Mr. Jarmon. It is my opinion. 
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Representative Cote. And that if at any time, the Federal Gov- 
ernment relinquishes the ownership or the operation of that tough 
communication system—at that time your franchise becomes reac ti- 
vated. 

Mr. Jarmon. That is correct, and in my opinion we have a respon- 
sibility to reassume, if I may refer to it in that manner, full operation 
of the area that is released by the Government. 

Representative Coir. At the moment your position seems to be well 
justified—it seems to me to be well justified. I am disturbed, how- 
ever, in determining just what formula, what method, procedures will 
be used in determining what you have said you'd be willing to pay 
for these facilities, namely a fair price. Who’s going to decide what 
is a fair price ? ; 

Mr. Jarmon. I believe the price would be a negotiated price with 
the Atomic Energy Commission and with the Federal Government 
locally represented perhaps by the Atomic Energy Commission, but 
I would like to also point out that any purchases that we make of any 
telephone properties are normally p: assed on by the Washington Public 
Service Commission. I believe it would be without any question a 
most reasonable and fair price for the property. We have no desire 
to pay less than a fair price. 

Representative Cote. Well, ordinarily as you will agree, Il am sure, 
the method of establishing a fair price for anything is by way of com- 
petition between at least two or more bidders. Now that is not pos 
sible in this situation as I see it. It’s impossible for any other 
telephone company to come in here and compete for the facilities of 
the telephone system since it would not be authorized to operate the 
system once it may buy it. 

Mr. Jarmon. Mr. Chairman, if I may point out that it isn’t unusual 
for telephone properties throughout the United States, Government- 
owned properties, to be sold to operating telephone companies and 
normally the price fixed is a negotiated price between the Government 
and the telephone ¢ ompany assigned to serve that area. 

Representative Cote. That may be so but so far as I personally am 
concerned I feel much better—I feel more comfortable—that the 
Federal Government is getting nearer to a fair price if that price is 
fixed by competition rather than negotiation. If there were some way 
to do so, I would hope to find a formula whereby this fair price could 
be established by competition, but I don’t see any alternative. Your 
company obv iously is in a very advantageous position. The only way 
it occurs to me that the city of Richl: and might benefit in its desire to 
have the telephone system, 1s for the Congress to turn over the property 
rights of the Government to the equipment used in the system and then 
the ¢ ity would have to negotiate with you to determine the value of 
those properties so that your company could oper ate them. Are there 
ther questions or comments from my associates / 

Mr. ALLARDIcE. Just one question. On page 5 of your statement, 
vou make the comment that— 
the enactment of this bill as presently drafted would be an implied approval by 
Congress and public ownership and industry where no municipality even 
approaching the size of Richland, owns and operates a telephone system. 

Last night we had testimony from the council—Richland C ity Council 
in which they asked that the words “communications system” be spe- 
cifically added so that the act be clear that the Commission could 





74 DISPOSAL OF GOVERNMENT-OWNED COMMUNITY 


dispose of that to the city and now you, on the other hand, say that 
you think it’s implied. I suppose that’s a natural result of the com- 
plex section but I wondered if you could explain why you think it is 
implied since it is not specifically stated, and is specifically omitted. 

Mr. Jarmon. The bill as drawn merely refers to utilities as being 
given to the city without charge. At best it would seem to me that 
that language is ambiguous, and I believe it should be clarified. 

Mr. Aviarpice. Thank you. 

Mr. Norris. I have 1 or 2 points which I would like to ask you 
about. On page 2 of your statement you said, as I recall, “the com- 
munity facilities as required by the Federal Government” on line 4, 
but your written statement is the communication facilities. Which 
is the correct statement, sir ? 

Mr. Jarmon. I’m referring to the communications facilities in that 
statement. 

Representative Cote. You simply misquote yourself when you use 
the word community instead of communications. 

Mr. JarmMon. I’m sorry. 

Mr. Norris. How would your company plan to finance the purchase 
of the property ? 

Mr. JaRrmMon. We normally finance both acquisition—we normally 
finance for acquisitions as well as plant expansions through the sale of 
securities in the form of bonds, preferred stock or common stock— 
whatever appears to be the most advantageous to operations and to 
give us a sound financial structure at that time. 

Mr. Norris. Do you have a range in mind which you would have to 
pay in order to acquire these technical facilities? 

Mr. Jarmon. A range as to the price—the capital structure or the 
price of the 

Mr. Norrts. Fair. 

Mr. Jarmon. Price of the properties ? 

Representative Corn. I suggest—I have already observed, sir, of 
your capacities to take care of your own interests, but I wouldn't want 
to have your testimony today in answer to the question just raised to 
be binding upon you in the future, when you estimate the value of 
these properties, unless you are prepared to speak out right now and 
make a firm offer for them. 

Mr. Jarmon. I am not because we have not made any evaluation of 
the properties. We have not even as much as inspected the properties 
and for that reason I am in no position today to indicate as to what 
price we might pay. : 

Mr. Norris. Then no matter what the price is, you think vou can 
still absorb it within your own company by the usual methods of 
financing within the company. 

Mr. Jarmon. I am confident of that. 

Mr. Norris. That’s all Mr. Chairman. 

Representative Corr. Thank you very much, Mr. Jarmon. 

Mr. Jarmon. Thank you for this opportunity. 

Representative Coir. Next on our list is the Benton County com- 
missioners. May I inquire, Mr. Claggett, just how many commis- 

sioners there are in the group of Benton County commissioners ¢ 

Mr. Cuaccrrr. There are three commissioners. The statement, 





a 


believe, is to be given by Mr. Davis, a deputy prosecuting attorney of 
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Benton County. I believe their discussion may require a little time. 
I was suggesting that we continue their portion after lunch. If this 
is subject. to your wishes we will have 

Representative Core. I had hoped if there is only one presentation, 
perhaps we could conclude this morning. Let me inquire of the audi- 
ence if there is any person present who would like to be heard on this 
subject. You don’t have to identify yourselves. There are at least 
two in addition to the county commissioners who have been scheduled. 
Therefore, we will now take a recess until 1: 30. 

(Whereupon the subcommittee recessed until 1:50 p. m. of the 
same day.) 

AFTERNOON SESSION 


Representative Core. The meeting will now come to order. We 
will continue our hearings where we left off this morning. ‘The first 
one scheduled for this afternoon is Benton County commissioners, if 
they are present, and I see that they are. Mr. Davis, you are the 
attorney for the county commissioners / 


STATEMENT OF HERBERT H. DAVIS, REPRESENTING THE 
COUNTY COMMISSIONERS 


Mr. Davis. That’s correct sir. [am the deputy prosecuting attorney 
and represent the county commissioners in this hearing. 

Representative Core. That’s fine. You may proceed with any 
statement you wish. 

Mr. Davis. Mr. Chairman, before reading from my prepared state- 
ment, on behalf of the public officials of Benton County, we are cer- 

tainly very happy to have you and your group with us and thank you 
for the consideration you are giving us in this particular matter which 
is of great importance to the people of Richland and all the people 
of Benton County. 

Representative Cote. Thank you, Mr. Davis. 

Mr. Davis. Benton County, a muncipal corporation of the State of 
Washington, whose boundaries contain the community of Richland, 
Wash., and the entire Hanford works area, does petition this com- 
mittee to consider amendatory provisions to H. KR. 8861 to provide 
payments in lieu of taxes to Benton County, to make up the loss of 
tax revenues now being obtained from Richland which will be lost 
upon the incorporation of Richland until such time as the properties 
disposed of by the Federal Government to private individuals can be 
placed on the tax roll and return taxes to Benton County. 

Benton County in 1950 had a population of 51,370 and it is esti- 
mated to be about 60,000 at the present time. About 50 percent of this 
population is within the community of Richland. While a large popu 
lation increases tremendously the cost of government, it does not re 
turn a greater amount of revenue because the largest part of the 
county’s operating revenue comes from the real estate tax. At the 
present time the community of. Richland being a federally cwned 
project has no real property subject to the real estate taxes of the 
State of Washington. The county has, however, obtained revenues 
from the community of Richland by virtue of its status as a rural 


community by Way of county acimissions taxes, State liquor ap} 





76 DISPOSAL OF GOVERNMENT-OWNED COMMUNITY 


tionment funds, and gas tax refunds from the State based on rural 
population. 

In 1953 Benton County received from the community of Richland 
some $21,000 in admission taxes; some $41,000 in State liquor appor- 
tionment funds, and — in gas tax allocations. This makes a 
total of $142,000 now available to the county for its general expense 
and road funds. fase the incorporation of Richland after the dis- 
posal of the federally owned real property to private ownership, 
these funds and sources of revenue will be lost to the county of Benton 
until revenues can be obtained from taxes assessed to the real property 
in private ownership. However, the county cannot realize anything 
from this latter source for a per iod of not less than 1314 months up to 
2514 months. During this interval the present sources of revenue will 
not be available. This lag or time element before taxes can be realized 
from real property is that property for example assessed on January 
1, 1955, is not payable until February 15, 1956. This constitutes a 
period of 1314 months. It should also be pointed out that any prop- 
erty not available for assessment on January 1, 1955, would not be 
assessed until January 1, 1956, and the tax would not be due until 
February 15, 1957, or a period of 2514 months. This is in addition 
to a period of 214 months if any tax becomes delinquent. The result 
is that on an average it would be between 21 and 22 months before 
any real property taxes would be paid on real property conveyed to 
individuals by the Federal Government. 

Under the statutes of the State of Washington there will be a lag 
in time from the transfer of ownership of the federally owned property 
to private ownership from a minimum of 1314 months to a maximum 
of 2514 months before any real estate taxes can be realized from the 
real property so assessed. During the interval after incorporation of 
Richland community as a city, the county will lose the revenues, as I 
have stated before, from liquor apportionment, gas tax, and admis- 
sions tax and receive no real estate tax revenue for the period set forth 
above. 

It must also be pointed out that the transfer of some 6,000 units 
of property from Federal ownership will cost the assessor's and treas- 
urer’s office of Benton County some $18,000 to take care of the addi- 
tional work including the segregation of tax rolls which will be in- 
creased about 45 percent and an estimated increase in general volume 
of office work of about 30 percent. There will be other additional 
costs, but the ones referred to are the most outstanding. 

To illustrate more fully the peculiar condition which faces Benton 
County due to the large increase of population in the community of 
Richland, we set forth the following statistics based on the 1950 cen- 
suis and the 1952 tax roll and to show the per capita valuation in the 
State as a whole and specifically in Franklin and Benton County. If 
I might digress from the prepared petition for a moment, I would 
like to point out that in 1940 the population of Benton County was 
12,053 and now continuing with the petition. I might state Mr. Chair- 
man, Franklin County adjoins us across the river and that is why it 
was used. Under the 1950 census the— ; 
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Valuation, 1952 Per capita 


950 censu 
1950 census tax roll valuation 


State 2, 378, 963 
Franklin County 13, 444 
Benton County 51, 370 23, 592, 474 


In order to clarify this for the committee—and if I may digress from 
the script for just a moment. The actual valuations as set by the State 
would show that Benton County has one of the highest assessed valua- 
tions in the entire State, in fact it is second of about 45 percent of the 
true value and this low per capita is not because we are not assessing 
the properties. The per capita—it mig pointed out that the 
it might be pointed out that the statewide average of $795 as set forth 
above inc it King County and all the industri: ral areas, Seattle being 
in King County. Richland and communities similar to Richland have 
no industrial areas and have a low per capita valuation. ‘The per 

capita cost of county government in the smaller counties ts higher than 

in the large counties “and a higher per capita valuation is necessary. 
If it were not for the large population at Richland, the per capita tax 
assessment valuation of Benton C ounty would be approximately the 
same as that for Franklin County, the figures of which have been set 
forth above. In 1951 it might be pointed « out Benton County collected 
about $8.60 per person for county tax from the population in the un 
restricted area and practically nothing per capita from this source 
from the Richland population. The county was able to function, 
however, because a large part of this loss was compensated for by 
liquor apportionment funds and admission taxes received by the county 
because of Richland’s unincorporated status. These sources, as has 
heen stated heretofore, will be lost to Benton County when Richland 
is incorporated. 

While the county would suffer this loss, it could not obtain revenues 
from the property conveyed to individuals for a period of between 21 
and 22 months. ‘The county would thus be put in a position of having 
to function for approximately 2 years with substantially reduced in- 
come and substantially increased expenses due to the lapse of time 
between property going on the tax rolls and taxes becoming due on it. 

When consider ing this state of affairs, it does not appear that Benton 
County would be able to continue to render the services the law re- 
quires of it during this period unless the United States Government, 
through the Atomic Energy Committee, can take up this slack and 
compensate the county for loss incurred during this period of time. 

It is respectfully requested by this petition that the serious situa- 
tions confronting the county of Benton due to the loss of revenues 
be considered, and that H. R: 8861 be so amended as to provide Benton 
County with funds in lieu of taxes during the transition period, to 
take care of the needed county governmental expenses caused by the 
tremendous increase in population and the added expenses that will be 
met when such a large-scale disposal of real property is made in the 


county. This is for and on behalf of the Commissioners of Benton 
County. 
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Representative Cote. Thank you, Mr. Davis. I am advised that 
the—are there questions? Do you have a question, Mr. Allardice, 
of Mr. Davis? 

Mr. Atiarpice. Just 1 or 2, Mr. Chairman. Does your valuation of 
the 1952 tax rolls of twenty-three-million-some-odd-dollars, include 
any value of property in Richland? 

Mr. Davis. It would include about one million and a half assessed- 
might I put it this way? It would at the present time include about 
one million and a half assessed value of personal property in the city 
of Richland. 

Mr. Auvarpicr. Any of the industrial, or not industrial, the retail 
privately owned buildings and such? 

Mr. Davis. Those, that for example, such as stock and goods and 
merchandise or leasehold interest that have been transferred over, are 
subject to the personal property tax and are included in our tax rolls. 

Mr. Auiarpice. This does not include any valuation of residential 
housing ¢ 

Mr. Davis. No, none whatsoever. 

Mr. Aviarpice. Do you have an estimate as to what that would 
increase the valuation on the tax rolls when it becomes available for 
private ownership ? 

Mr. Davis. I believe it has been estimated to be about $20 million 
in assessed values and that would include everything. 

Mr. AuLarpice. That would raise your total valuation then to some- 
thing like $44 million? 

Mr. Davis. That’s right. 

Mr. Atiarpice. Which would then bring you above the $795 per 
capita which you think is statewide average and probably meets 
your local needs? 

Mr. Davis. Well, let’s see—-I might—I believe I have some figures 
here. We're not sure of the increase in population since 19: 50. I 
would say it’s probably as we have estimated here, 60,000 or 65,000 so 
it should bring us up at that time, yes. 

Mr. Autarpicr. For the information of the committee, I wonder if 
you could briefly explain what the services of the law require the 
county to provide? 

Mr. Davis. That would include, as we have today, all our county 
administrative work. For example, it would include the prosecut- 
ing attorney’s office handling all the legal matters for the county, 
including your criminal and “civil cases, your assessor, which would 
naturally be greatly affected as would the treasurer by any such 
tremendous increase of pieces of property being put on the rolls. 
Also your sheriff's office in crime prevention and safety throughout 
the county, your county coroner, your county engineer as, but in 
particular I would say the prosecuting attorney, sheriff, assessor, 
treasurer and auditor. Might I go back just one moment and prob- 
ably clarify. That per capita ‘aluation, of course—we expect to go 
up at the time these properties get on the rolls and at that time, why, 
the county can go along as it has in the past. Our request is only for 
an interim deal until we do get these properties on the rolls. 

Mr. Autarpice. Yes, I understood that. I have no other questions, 
Mr. Chairman. 

Representative Corr. Mr. Norris? 
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Mr. Norris. Are the real-estate taxes which you mention in here 
as being the substitute source of income for a county after the com- 
inission’s liquor and gas tax allocations are returned the city—are 
they in addition to the real-estate taxes that the city would impose ‘ 

Mr. Davis. The city under our 40 mill tax levy would obtain cer- 
tain definite portions of that 40 mill. I believe it is 15 mills of the 
10 torun the city. The county would get approximately 8 mills from 
the city valuations, but the other items that are stated here—the 
gas tax apportionment which we are now getting based on a rural 
popul: ition, all admission taxes, any special licenses would go to the 
city. The county would no longer get them as far as Richland pop- 
ulation is concerned. 

Mr. Norris. That’s all. 

Representative Cote. Mr. Davis—is any problem presented in con- 
nection with law enforcement through this transition from Federal 
cwnership of the properties in Richland to private ownership / 

Mr. Davis. No, there wouldn’t be any particular one as I see it, Mr. 
Chairman, other than what we are faced with and will continue until 
the city does actually take over. As now the city police does fune- 
tion in capacity of deputy sheriffs and works with the sheriff and 
we in turn as in the prosecuting attorney's office, handle any cases 
that arise from Richland. 

Representative Cote. Thank you very much. 

Mr. Avuarpice. I have just one more question Mr. Cole. Does the 
county now provide the roads too— 

Mr. Davis. Yes, that is correct. The highway for example between 
Kiona and Richland is a county highway and maintained by county 


funds as well as all adjoining roads and there are no State highways 
ut this time into the community itself or by separate funds. 

Representative Cote, Th ink you. 

Mr. Davis. Thank you for your courtesy. 

Representative Corr. Mr. Neumann. Mr. L. T. Neumann. Is he 
present? Yes,sir; Mr. Neumann, we'll be glad to hear from you. 


STATEMENT OF 0. P. NEUMANN, PRESIDENT, BOISE WATER CORP., 
BOISE, IDAHO 


Mr. Neumann. Mr. Chairman, I might straighten my initials out. 
My name is O. P. Neumann. [am president of Boise Water C orp. | of 
Boise, Idaho which is a subsidiary of General Water Works Corp. 
and it’s on behalf of General Water Works that I’m making this state- 
ment. 

I haven't a prepared statement so it’s just more or less extempo- 
raneous. The General Water Works Corp. is a private utility and 
they own and operate water system in 10 States and telephone prop- 
erties in + States. We have 109,400 water customers and 30,300 com- 
pany-owned telephone stations. The plant investment—the invest- 
ment in plant and property amounts to over $30 million. 

We believe as Mr. Smith, council for the Pacifie Power & Light Co.. 
SO aptly e xp: ained this morning, that the residents of Richland should 
determine ri ier or not they should take over and operate the vari- 
ous utilities. . however, they should favor utility operation by a 
private en we feel that the proposed legislation should make 
it possible for the Federal Government to sell the utilities to a private 
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company. General Water Works Corp. is in a position to operate the 
water system here at Richland and would like to have the opportunity 
to make an offer to buy the system at a fair price. That’s all I have 
to say. 

Representative Corr. I don’t understand your thought that the 
Federal Government should sell the water w orks for sake of illustra- 
tion, because how is the Federal Government in a position to deter- 
mine what the residents of the future city of Richland may want to 
do? It would seem to me that we are all agreed that that decision 
should be made by the residents of the city and it would seem to me 
that that decision should be made after they become incorporated. 
When the transfer of title to the waterworks as one of the utilities 
would occur upon incorporation, so that negotiations for the sale of 
the works or for management or operation of the waterworks by 
private enterprise would be between the city representatives and you or 
any other interested entity rather than the Federal Government. 

Mr. Neumann. Well, primarily what we felt was this, that in the 
method of disposal of this property, that, well, private utilities should 
have an opportunity to make a bid. 

Representative Coir. There’s nothing in this bill that would pre- 
vent the city from selling its utilities or arranging for the operation 
of the utilities; is there? 

Mr. Neumann. Not that I know of. 

Representative Coir. Are there questions of Mr. Neumann ? 

Mr. Autarpice. No. 

Mr. Norris. No. 

Representative Corr. Mr. Loney, Mr. Dean W. Loney. Sit right 
down sir, we'll be glad to hear your views. 


STATEMENT OF DEAN W. LONEY, ATTORNEY, REPRESENTING 
CERTAIN PROPERTY OWNERS 


Mr. Loney. Thank you, Mr. Chairman. As you know my name, I 
am an attorney with the firm of Moulton, Powell & Loney in Kenne- 
wick, Wash., and I’m appearing here on behalf of some of the citizens 
who previously owned property in this area before the Government- 
owned project was started. I have a statement, copies of which I 
have given to you. 

We are representing Mr. A. S. Murray and other citizens and 
former residents of Richland, Wash., and the area formerly comprising 
the Richland community and we desire to have the record include a 
protest to the existing and proposed bills for the disposal of the 
Government-owned community of Richland, Wash. 

Mr. Murray formerly owned the property located at the northwest 
corner of the streets now known as George Washington Way and Lee 
Boulevard. That’s an example of one of the owners. In the year of 
1943, this property was included in the condemnation action filed at 
the instance of Henry L. Stimson, then Secretary of War. His letter 
authorizing and requesting the acquisition, contained the following 
reference, and I quote: 


The aforementioned lands are to be utilized for the establishment of a military 
reservation and for other military uses incident thereto and the utmost haste in 
expediting this project is vital to the successful prosecution of the war. 


— 
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Mr. Murray has been advised that the property, if sold now and disposed of 
by the Government, will be sold at a substantial price and that the amount paid 
to him in 1948 is only a fraction in amount of the requested price on disposal. 
Further, there is no provision in the present bills for any preference right on 
behalf of the former owners of the property taken in 1943 for war purposes and 
on behalf of Mr. Murray and others so situated we register a protest to the 
acquisition of this property by the Government for war purposes, using an appeal 
to patriotism to acquire it and the disposal of that same property at an advanced 
price and no provision made for granting to the former owners any priority in 
the right to reacquire their former holdings and place in private ownership. 

Representative Cote. I assume that a settlement has been made by 
the Government with Mr. Murray and other personages similarly situ- 
ated for the properties that were taken in 1945 

Mr. Lowry. You are correct. The settlement was made at the time 
that war was in progress and the property was needed by the Govern 
ment and it was done as fast as possible. And we feel under the terms 
of the bill, as now proposed, where residents of Richland are given 
priority, that consideration should likewise be given to former land 
owners. 

Representative Cote. Can you cite any precedent for the position 
you have taken in behalf of your clients? 

Mr. Lonry. Nothing, other than fair play. 

Representative Corr. Well, I'm sure that this is not the first occasion 
that this has arisen in the history of our country where real property 
has been condemned for public use and at a later time that public use 
no longer exists, the real estate has been returned to private ownership. 
Certainly, those who have preceded us in Government, I am sure, had 
as much a sense of fair play as we dotoday. If you are not able to cite 
any precedent to support your position, even though in some respects, 
elements of fair play may justify your position, I doubt very seriously 
the Congress will accommodate your petition. That is not conclusive 
however. Thank you for your presentation, Mr. Loney. Are there 
questions ? 

Mr. AttArpice. No, sir. 

Mr. Norris. I have a couple of questions. First of all, condemna- 
tion—the Federal Government acquired all right, title, and interest to 
the property, did it not without reservations to the prior owners of 
any right ? 

Mr. Loney. That’s presumably what took place, yes sir. I don’t 
mean to sit here and give you an opinion as to the validity of their 
taking—or any flaws that may exist in it. I don’t express an opinion 
one way or the other on that. . 

Mr. Norris. It’s your best opinion as of the moment without having 
made a thorough search of it that they did it while acquiring title to 
the property ¢ 

Mr. Loney. Well, let me say this, I'd rather not express any opinion 
on it because it would be valueless at the present time. 

Mr. Norris. May I ask how many are included in the group of other 
persons similarly situated ? 

Mr. Loney. In excess of 50 and I suspect that the number of people 
who would be interested in this would be in the neighborhood of 100 
to 200, or some place in that category. 

Mr. Norris. And, how much of the area of Richland would that 
cover? Their interests. Richland community. 

Mr. Loney. Well, it would cover it all. This was all under private 
ownership at the time. 
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Mr. Norris. And, addressing myself solely to the question of this 
advance in price, wasn’t this caused solely by the expenditure by the 
Federal Government of large sums here in order to create a project and 
bring people to work here / , 

Mr. Loney. Well, to the same extent that the advance perhaps, to 
some extent, in Kennewick or Pasco is caused. 

Mr. Norris. I have no other questions, Mr. Chairman. 

Mr. Attarpice. I have 1 or 2 thoughts that have occurred to me, is 
rather proven to this point. I take it that the reason Messrs. Murray 
and associates are interested in coming back to this area is that they 
have some deep ties to the land here—some feeling of—that this is the 
land in which they chose to live in before the war -and they would like 
to return to it. Is that correct ? 

Mr. Lonry. Yes; I think that plays a part in it. 

Mr. Aniarpice. I suppose that they have for example, relatives in 
the local cemetery and ties of that kind here. 

Mr. Loney. I would presume so; yes. 

Mr. Atnarpicr. That would account then for their wish to be 
considered as a priority resident here ? 

Mr. Loney. Well, it wouldn't be the sole factor that would account 
for it: no. 

Mr. Atiarpicr. I suppose there would be in addition the value of the 
property has increased, it maybe has become more desirable. 

Mr. Loney. Certainly. 

Mr. Auiarpicr. Thank you. 

Representative Corr. There is no doubt that sentiment is always a 
very powerful influence in the conduct of human interests, but I ven- 
ture that in this case there is an influence and impulse of much greater 
force than any feeling of sentiment no matter how sincere it may be. 
Do I understand, sir, that your clients are now ready to pay the fair 
and reasonable value—of the present—fair, and reasonable value of 
the property which was taken from them? 

Mr. Loney. Lam wondering if you completely understand the posi- 
tion that I am taking, Mr. Cole. It isn’t my idea—I think it would 
be rather foolish to expect the former residents, I think there were 
some 250 in number, os come back here and buy the town of 25,000, 
That’s so ridiculous, I didn’t think it would occur to you, but they 
should be given the same kind of ae treatment, I believe, that 
your present residents are getting. I don’t think that would place 
undue hardship on anyone. Give them—the man that’s working on 
the project, for example, the man I imagine who fixes the stage here 
would have a greater right to purchase some property in Richland 
than the former landowners do. 

Representative CoLr. I’m quite serious. Are your clients, and I, of 
course, didn’t expect that you represented all the former landowners— 
if you had, you would have indicated it, I think—but at least those of 
the former landowners whem you do :epresont, is it your position 
that they now are asking for the opportunity to rebuy the land which 
was taken from them and pay for that land the present value of it 
with the improvements that are on the land ¢ 

Mr. Loney. That certainly is correct. 

Representative Cory. That’s a perfectly justifiable defensible posi- 
tion and consideration will be given to the recommendation. I doubt 


if it would be equitable to give a former landowner a prior right to 
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purchase over a present occupant of the land. However, it does seem 
as though some consideration—certainly some consideration—should 
be given to former landowners and perh ips preferential treatment 
given to them as against any outsiders. Thank you, Mr. Loney. If 
there are no other questions, we will consider your suggestion. Now, 
are there any individuals in the audience who desire to _ heard on 
this matter? At the opening of the hearings yesterday, I indicated 
that any of those persons present or anybody generally, who desire to 
express themselves on the subject, to do so by communicating with me 
or the members of the committee staff. Since that time I have heard 
of none other than at the meeting this morning, I raised the same 
question and two individuals stood 9. Are they present here this 
afternoon. Thank you, Mr. Loney, I didn’t realize that you were one 
ef them. Very well, then we will recall to the witness stand, Mr. 
Claggett, representing the city council. 

Mr. Ciaaceerr. Thank you, Mr. Code. We have a few points that we 
wish to bring up briefly im order to supplement the a 8 which 
nave been made up to this point. First, Vd like to ask Mr. J. J. Law- 
less, the attorney for the city council to make a further comment on 
this question of warranty deeds to explain our position if we may 
for just a moment. 

Representative Cotr. Come in, Mr. Lawless. 


STATEMENT OF J. J. LAWLESS, ATTORNEY FOR THE CITY COUNCIL 


Mr. Lawuess. Mr. Chairman, it might be appropriate at this time 
now that the utilities, water, and power have been sold and Mr. Mur- 
ray is taking the property, I don’t feel we should incorporate to take 
the sewer. But aside from that—— 

Representative Cote. Do you think you could get along without it ? 

Mr. Lawtrss. Perhaps without the incorporation. The point we 
wanted to raise I think was stressed by Mr. Loney’s testimony. We 
probably misled to a certain extent the committee in indicating that 
we would want a warranty deed together with the title policy. That is 
not true—what we ask is that the Government stand behind the in 
strument given in one way or the other. 

Representative Corr. You're asking the question, Does the Govern- 
ment stand behind it ? 

Mr. Lawiess. No, we are asking them to stand behind the instru 
ment. A quitclaim deed very obviously gives nothing other than that 
which the Government has at the time of the transfer. This could 
be nothing and I do not feel that it would be a point of issue as to 
whether we were relying on the Government or that we were belittling 
the Government by requesting the warranty deed, I feel rather that 
we are just merely asking them to stand behind it. Now, in the alter 
native if they would be willing to give a title policy much as any 
seller would do, then, of course, the necessity of the warranty deed 
would be gone. And then the other alternative proposal would 
that if the Government would take into consideration the expense of 
a title policy, which in this case, where the quitclaim deed would be 
borne by the purchaser, together with the expense of perh: ips quie ting 
title against Mr. Murray or others who may claim the condemnation 
proceeding was defective, if all of this was taken into consideratio1 
and a sale price of the land, then I feel a quitclaim deed might be 
justified. But one of the three, we feel should exist. 
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Representative Cote. Well, I never assumed for a minute but what 
the Government would stand behind the title that it conveyed in the 
sale of this property. 

Mr. Ciaccerr. Does that mean that if a quitelaim deed is given and 
there is litigation, the Government would pay the cost of litigation ‘ 

Representative Cote. Well I’m not, of course, in a position to com- 
mit the Government. We'll let somebody else do that. 

Mr. Lawuess. If I may add to that, I believe that if a warranty 
deed is given, than a fund must be appropriated to protect the con. 
tract. In other words, they must then stand behind the warranty 
deed and protect the purchaser, whereas in a quitclaim deed nothing 
like that would exist. 

Representative Cote. We can argue this point out back in Wash- 
ington where we have more competent legal counsel than is present in 
the ¢ ity of Richland at the moment, including myself. 

Mr. Cuaccerr. Mr. Cole, one more point in connection with the 
hospital provisions. There are 1 or 2 brief points we would like to 
bring out, simply to indicate that additional information is available 
to the committee, or will be available to the committee at a later date 
in determining the—what should be done with the hospital provision. 
As you recall the council recommended essentially a reduction of the 
subsidy as called for in the legislation whereas the committee this 
morning recommended a continuing subsidy or endowment. I'd like 
to ask Mr. Lazarro of Public Administration Service to make a couple 
of comments just to indicate why we felt the way we did in regard 
to whether or not a permanent deficit is necessary, whether or not we 
can operate—continue to operate—in Richland at the same wages 
we have here now for practical purposes and whether or not a per- 
manent subsidy is necessary. 

Representative Cote. Mr. Lazarro. You may proceed. 





STATEMENT OF R. A. LAZARRO, PUBLIC ADMINISTRATION SERVICE 


Mr. Lazarro. Well, first Ud like to clarify my position here. I’m 
appearing in the interest of giving information rather than particu- 
larly advocating one point or another. Publie Administration Serv- 
ice has been asked by the Atomic Energy Commission to make certain 
studies regarding the feasibility of conversion of Kadlec Hospital 
into a community hospital. We have essentially completed our work 
and it is our general feeling that such conversion is readily feasible. 
that there is good reason to assume that with a reasonably customary 
operation of the hospital, it can stand on its own feet without continu- 
ing subsidy support from the Federal Government and that in so doing 
would not involve a reduction or unfavorable effect upon the level of 
hospital services available to the city of Richland. The point has 
heen made that salaries now paid at the hospital are substantially 
higher than those customary in hospitals in the Pacific Northwest. 
Our surveys have certainly pointed up the fact that salaries here are 

higher in thinking of possible operation of the hospital under normal 
community arrangements. 

We have not operated on the assumption that salaries here could 
be reduced to the point of purer comparability with other hospitals in 
the area, but would continue to pay salary increments or premium 
salaries, but that in certain cases, at least, there would be some down- 





DISPOSAL OF GOVERNMENT-OWNED COMMUNITY SO 


ward adjustment of salaries. It is our feeling that such adjustment 
would not place this hospital in an unfavorable operating position, 
would not have the effect of making recruitment necessarily very dif- 
ficult, would still offer salaries at Richland substantially higher than 
those paid in the tricity area and in the State as a whole, would be 
higher than salaries negotiated on behalf of the Seattle Hospital 
Council for hospitals in “the metropolitan area in the Pacific North- 
west, but would not require continuing subsidies by the Federal 
Gover nment. 

We feel that it is proper in considering the hospital administration 
to recognize that there are certain obligations that normally rest upon 
the community—that one of these is the support of the local hospital. 
We feel that such responsibilities would normally be assigned and be 
accepted by the community of Richland. We don’t feel that there is 
anything in the foreseeable future which would give rise to a serious 
condition in the hospital necessitating bond drives, or contribution 
(irives, or other kinds of community support. We also don’t see that 
that would be required for the replacement of the hospital structure 
in 15 years. 

Generally speaking, I think the position the council we taken is one 
that’s commendable. They have recognized, I think, or given voice 
at least to the theory that there isa responsibility whie bh ih rly is as- 
signable to the citizens of Richland and they have recognized that re- 
sponsibility by suggesting that the subsidy arrangements and the sub- 
sidy obligations of the Federal establishment be substanti: ally reduced 
and that a definite end to such subsidy support be established in the 
legislation. I certainly feel that the studies that we have made here 
would indicate that the council’s position is one which is entirely ten- 
“ble and one which would offer a very considerable guaranty of suc- 
cess, for community hospital operations. 

Representative Core. Thank you, Mr. Lazarro. 

Mr. Ciaccerr. I would like to at this time supplement in just a word, 
the presentation of Mr. Benton on behalf of the senior citizens this 
morning, simply with a comment that this simply points up another 
of our interim problems. The council has attempted in the past to 
resolve this question of what shall be done with the people who will 
be required to leave their houses during the interim period, and, if 
possible, make some provisions for them. Now in the course of the 
discussion last night, the question was pursued, as well as this morn- 
ing, as to what is the attitude of the people of the community toward 
disposal. Mr. Cole, you asked me about the council’s stand. I at 
tempted to explain why we had taken no official stand. Now, we can 
supplement this for the record with a little additional information. 

In our last city election of last March, there were nine candidates. 
Out of those 9, 8 in answering a questionnaire submitted to them by 
the Richland League of Women Voters, stated that they were definitely 
in favor of a disposal program and a self-operated community. The 
ninth candidate said he did not feel justified in taking a definite stand 
on this problem. Now the one candidate who took no stand was de 
feated by a candidate who expressly stated that he was in favor of 
disposal. This is some indication. 

Furthermore, this morning in order to determine what the situation 
actually is, the council was polled—actually polled the individual 
members of the council and I can say at this time that subject to the 
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recommended changes as presented here in this discussion, the indi- 
vidual members are unanimously in favor of disposal legislation and 
ultimate private ownership. 

Now we'd like to supplement these points by some additional com- 
ments from the chairman of the study committees. These committees 
were established for the purpose of determining the feasibility of the 
legislation from the point of view of the resident including whether or 
not there should be a disposal program. The committees were made 
up by volunteer participation from the citizens of the community. In 
other words we made a call to the people of the community to assist 
in this program. In other words it was open to both those opposed 
and in favor. Now as far as the results of the committee deliberations 
are concerned, suppose we call on Mr. J. C. Lang first to give the 
comments of the committee of which he was cochairman, the utilities 
committee, Mr. Lang. 


STATEMENT OF J. C. LANG, FORMERLY COCHAIRMAN, UTILITIES 
COMMITTEE 


Mr. Lana. Thank you Mr. Claggett. Mr. Chairman, the respective 
chairmen of the subcommittees who investigated the various aspects 
of disposal as it applies to the legislation will not intrude upon your 
time. However, we are grateful that you see fit to listen to a few 
words along the lines of the : approach which Mr. Claggett has made 
in introducing us. Relating to the matter of the ¢ choice of the people 
as to the operation for instance of the electrical distribution system 
which, and I quote, from the results of a sample questionnaire which 
was distributed during several or one or more of recent town meetings. 
The question asked was “After incorporation should the city operate 
its own electrical distrubution system?” The response was 7 to 1 in 
favor of the city operating the electrical distribution system. 

The second question was asked on the same questionnaire, “Are you 

1 favor of the Benton County Public Utility District operating the 
ae trical distribution system during interim period?” and w hile this 
has no bearing on legislation, it still has a bearing upon the feelings 
of the people as it relates to this particular facility. The answer was 
5 to 1 unfavorable to Public Utility District opel rating the electrical 

system in the interim between this time and that of the turning over 
of the facilities to the city of Richland. 

Mr. Auvarvicr. Mr. Mayor, I have a question or two at this point. 
Kirst, How large was this sample ? 

Mr. Lane. The actual results in the first case were 71 to 11. 

Mr. AnLarpice. So that was 82. Which is what, about 1 percent of 
the population or less, or one-half of the population or less? 

Mr. Lane. I would say the population was somewhere near 30,000, 
Of course, this includes adults as well as children. I have no idea of 
the distribution of ages. I am told that there are some 10,000 regis- 
tered voters if you may wish to make use of this for your calculation, 

Mr. Atnarpice. I was just curious as to the scope of the sample. 

Mr. Lang. 1 pointedly called it a sample rather than an attempt to 
mislead you to think that it was a general consensus along those lines. 
Now so far as the attitude of the people is concerned, each of the 
committee chairmen and his committee contacted at random, many 
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people who are experts in the field of endeavor as it relates to the par- 
ticular portion which we may have been studying at that particular 
moment concerned particularly with water distribution of treatment, 
electrical distribution, telephone facilities, sewers, buses, and other 
unieiaal aspects of city operation. 

To the best of my knowledge, in not one occasion was an unfavorable 
response given by anyone who was questioned concerning any part of 
the technical aspects of these facilities. We deliberated ac ordingly, 
and our own subcommittee which dealt with the disposal of the munici- 
pal facilities in itself was favorable to the legislation to the degree 
that as you will find in the report, a copy of which has been submitted 
to you for consideration, we open our summary with the following 
statement: “The committee as a whole agrees that the legislation is 
good. a 

Then we go on to say we did come across points in our study of the 
bill, to which we would like to call the council’s attention whereupon we 
went on to several recommendations. The interpretation of that state 
ment, the committee as a whole agrees that the legislation is good, 
implied by the committee that the very fact that the legislation existed 
(oo was good. I would like to carry on a little further in the matter of 
the question of the telephone. Our subcommittee recommended that 
the city of Richland be made a recipient by the Atomie Energy Com 
mission of the telephone facilities. We did this after much cogitation 
and after much legal investigation by the council, the city council's 
attorney, Mr. Jim Lawless, to whom I now refer you for the matter of 
his investigations of the feasibilities of the city taking over the tele 
phone system. Would you care to make a few remarks, Mr. Lawless? 

Mr. Lawiess. Mr. Chairman, we particularly would like to point 
out what we feel are our variations with the statement made by General 
Telephone previously. And also, point out the fact the attorney gen- 
eral of the State of Washington has given his opinion that a first-class 
city cannot operate a tele ‘phone syste m, but in so stating, very carefully 
pointed out that this was the opinion of the attorney general's office, 
and not a judicial interpretation. Also, General in its testimony be- 
fore you pointed out that the Public Service Commission had desig- 
nated ~ as their area. 

Now, I do not believe that General meant to imply that the Public 
Service Commission had the power to grant the franchise of any na- 
ture. This would be an impossibility. We have examined the possible 
franchise as registered with the auditor’s office of Benton County and 
have found nothing existing for the previous owner who supposedly 
transferred its rights to General. In addition to this, we found 
that the system as operated in 1943 was valued at $16,000, ay this 
would certainly create no moral obligation on the part of the Com 
mission to sell'a two or three million dollar installation to the ownel 
of the previous installation valued at $16,000. And in view of the 
fact that there is no franchise right existing for the streets and alleys 
of Richland, and in view of the fact that the Public Service Commis 


sion cannot grant a franchise right, we feel that we ave still in a posi 
tion to take the telephone company system and then if this is not pos- 
sible, it would certainly appear that the thing would be o pen for bid 
as vou a viously st: ated would be desirable to obtain the highest price 
This could well be done to Richland ownership as it could through 
the Commission. 
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As stated by the chairman of your committee, how can the Federal 
Government determine desire or wants of the citizens of Richland ¢ 
How can you determine whether we want General Telephone to op- 
erate our facility or whether we might want some other company or 
concern ¢ 

And then, the last point I would like tomake. Recently, we received 
a decision from the attorney general’s office stating that a freeholder 
had to own real property to vote for incorporation. Approximately, 
1 weeks later, we received a decision from the secretary of state, stating 
a freeholder did not have to own real property to incorporate, meaning 
that these opinions are opinions and not judicial interpretations. ogg 
we feel that it is not the place of the United States legislative body a 
this time to determine our State law—that this should be done loc ae 
We should be given the first option to take over the system—that if 
we cannot establish our right to operate it, lease it or sell it, but it could 
be taken care of in that manner. 

Mr. Ciaceert. Id like to ask Mr. J. M. Fouts to voice his comments 
as far as the attitudes of his committee toward disposal legislation. 
Mr. Fouts is chairman of the residential property committee. 

Mr. Fours. Mr. Chairman, there seems to be quite a bit of con- 
cern as to whether or not the people of Richland are interested in pur- 
chasing their residential property and from the people who attended 
the committee meetings and the people who attended the townhall 
meetings or the one townhall meeting, I think I can speak and say that 
subject to the provisions that have been presented, the majority of 
people are in favor if purchasing their homes. I would like to point 
out in this particular regard that ‘the townhall meeting was very poorly 
attended and we had good responses to our committee meetings. 
Whether or not this is due to the fact that they figure the legislation 
was going to pass anyhow, might be a good point to consider. This is 
essentially all I have to present. 

Represent: ative : ote. Thank you, Mr. Fouts. 

Mr. Criaccerr. I’d like to ask Mr. John T. Day who is chairman of 
the city administration committee, to make comments reflecting his 
committee so far as attitudes toward disposal are concerned. 

Representative Corr. What was his committee ? 

Mr. CLaceerr. City administration. His committee was concerned 
with the problems of city operation following a disposal program and 
the feasibility of the legislation in that connection. In other words, 
balance the budget, and so forth. 

Representative Coir. Very well, Mr. Day. 


STATEMENT OF JOHN T. DAY, CHAIRMAN, CITY ADMINISTRATION 
COMMITTEE 


Mr. Day. Mr. Chairman, in listening to the records so far it seems 
to me that there is a need for advocacy on the people’s desire to have 
disposal legislation passed at this time. I think the record should 
show that and as one who has spent nearly every unscheduled work 
hour for the last 214 weeks as have many of the citizens of Richland, 
I feel that I have contacted sufficient enough representative groups of 
the people of the city of Richland to assure you that the people of 
Richland do want disposal legislation and want it at this time. 





DISPOSAL OF GOVERNMENT-OWNED COMMUNITY 89 


I am not an employee of AEC, I am not an employee of GE and 
I have no clients who are interested in this disposal legislation. How- 
ever, I am in a position, have been in a position to have many people 
contact me, to speak before many groups and to have groups come to 
me for advice. And I would say that 80 percent of the people who 
have contacted me and who have contacted people in equivalent posi- 
tions have expressed the feeling that disposal legislation was not only 
imminent but necessary. I feel that the yeople of Richland who have 
indicated a desire not to have disposal legislation at this time have 
freely admitted that their desire not to have disposal legislation was 
based on reasons personal to themselves and admit that ‘their feeling 
is not shared by the majority of the people. 

Now, I note that you are going to put the reports of these various 
committees in as an addendum to the record. Those committees 
want you to know and I want you to know that our failure to express 
the advocacy of disposal legislation is not a reflection of what has 

carried to us by the people of Richland who are ear nestly interested 

and who made frequent contacts with us while we were making this 
study. We feel instead that our job is only to analyze the bill, that we 
presupposed acceptance and that the people who talked to us for the 
most part, presupposed acceptance and there are, I might say, as a final 
note, there are at least half of those people who want the disposal 
legislation who are beginning to feel and express the fear that delay 
is being calculated and that there is something to be gained by someone 
by the. delay and I feel that if it has to go “another year or 2 years, 
there will be little or no interest expressed because of the old “cry 
wolf” attitude. 

Representative Cote. Thank you Mr. Day. Let me assure that 
so far as I am aware there is no deliberate purpose or intent to bring 
about delay. The contrary is more true. There is every desire and 
intent to decide this as soon as possible. Do you have other—— 

Mr. Ciaccrrr. Thank you, Chairman Cole. That is all the council 
has to present at this time and again I'd like to thank you on behalf 
of the people of Richland for giving us the consider ‘ation of holding 
hearings in Richland on this ‘problem, very local problem, and I’d 
like to say that the council stands at your service for supplementary 
information as you may need it. Thank you. 

Representative Cove. Mr. Claggett, I want to compliment you and 
your associates and the organizations of Richland who have worked 
and spent so much time compiling the data and information on which 
a reasonably sound conclusion of this difficult and complex problem 

can be meee. You and each one of your associates are to be compli- 
mented for i 

There ee ‘is been handed to me a letter from a resident of Rich 
land which, I think, or at least like to think, reflects the feeling of 
most of the people here in Richland. I think perhaps it explains why 
there has not been a greater evidence of interest in this bill prov iding 
for the disposal of plats than has occurred during our hearings. It’s 
dated today and addressed to me. This lady says: 

I have listened with great interest to the hearing. I have lived here in 
Richland for the whole 10 years it has been in existence. Since it changed 
from a sleepy country village, I watched it grow, pioneered it with the rest of 
the oldtimers. We've lived through heat and duststorms with no flowers. no 
grass, no trees and we put in grass and had to water it constantly so it could 
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live on the hot dry desert air. We had no stores, no entertainment facilities and 
there were many other handicaps. 

Now Richland is a beautiful place. We feel with proprietory pride—it has 
been well worth the effort and the sacrifice. I say all this to show you I 
love Richland and some of the reasons why. 

Now after this introduction, here is the point: Again and again in this hearing 
you have asked if a poll or a vote has been taken both in the community and in 
organizations. You have been puzzled at the uncertain answers. You have also 
been surprised at the lethargy of our citizens. I don’t blame you, but I think I 
can explain. 

For many years most of the people of Richland have assumed we would be sold 
our homes. There has been much discussion about it and many delays. There 
has been little or no opposition from anyone, in the newspapers or anywhere else. 
We have lived under a paternal government. It has been generous and kind. 
We know we are now better off financially and in many other ways, too, than most 
other places. 

Can you blame the residents for sitting back a little and not getting heated up 
over something which will undoubtedly cost them more in taxes? Yet in all 
these years I don’t remember anyone I ever talked to, and the subject has risen 
often, who is really opposed to disposal. There have been a few who were un- 
certain and I haven’t been a hermit. I’ve been active in community and church 
affairs. We have all assumed disposal was coming. We have taken it for 
granted, particularly where there has been no opposition to spark people’s in- 
terest. We know it would be good for us to stand on our own feet, but more 
expensive and more difficult. We've been so long out of the habit of taking care 
of ourselves, things have been done around here for years without even asking 
whether ov not we approve, it’s a little difficult to know how to start. So most 
everyone sits back and waits to see what will happen. 

But if the truth were known, it is my personal opinion that the vast majority 
of residents would get up on their hind legs and fight. If they really thought 
the opportunity to become participating and self-respecting citizens, with self- 
government and private ownership, were to be kept from them. 


I don’t feel free to—that is the end of the letter. I don’t feel free 
to give the identity of the lady. If she wishes to do so she may. But 
it is in my opinion a very touching typical sentimental homey expres- 
sion of what I personally feel to be the situation here in Richland, 
and even though there has been no great outery of demand for private 
ownership, as indicated last evening, I think it was, I still am of the 
firm opinion that the people of Richland are no different than the 
people of the little country town where I live. We like to own our 
homes, have a castle that we can call our home. And speaking of my 
own hometown, I am reminded of the apprehensions that has been ex- 
pressed here so frequently by your spokesmen of the fear that— fear 
for the future of Richland because you are a one-company town. I 
live in a one-company town, too. It’s somewhat smaller than yours 
but we, in my little town, are dependent upon a soldier’s home, a vet- 
erans’ facility is the modern term given to such institutions. It’s 
all there is in this community and it has kept a good many homes 
together. 

But with respect to your fears for Richland being a one-company 
town, although it’s true there is but one industrial activity at present 
here in Richland, I, for the life of me, cannot see the basis for your 
fears that this one-company operation may discontinue or eventu: lly 
dry up and wither away. Naturally, you will feel, since it was born 
in war emergency, and has been so closely and vitally and essenti: lly 
identified with national secur ity, you probably, naturally feel that the 
time may come when the pressures of national security are removed, 
fears of wars dissipated, peace surrounds us and surrounds the world, 


that we may no longer need the industrial activity at Hanford. But 
that’s not true at all. 
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The things that are made out there at Hanford are going to be just 
as usable and in my viewpoint, far more usable and needful in peace- 
time as they have been necessary in wartime. Although, I, of course 
again am not ina position to make any commitment nor am I probably 
qualified to look too far into the future, but as far as my bifocals will 
permit me to look, I can see that the one-company operation that now 
exists in Hanford will continue to operate, perhaps not at full speed 
as it is now but at a reasonable steady flow of activities, so that you 
need have no great fear of severe economic reactions here in this com- 
munity. 

As a matter of fact, because of the nature of the operation of this 
one-company affair, and because of its vital relationship to our peace- 
time economy, you can anticipate a ste: ady oper: ation out in that area 
I feel. 

If there are no other expressions to be heard from residents, or in- 
terested citizens, I think we can consider that this—these hearings are 
closed, again I want to reiterate what I said yesterday. Much as | 
duet the committee has for years been anxious for the Govern- 
ment to inaugurate proceedings to discontinue Government operation 
of communities and the Joint Committee still feels that way. We 
recognize that this session of Congress is drawing near to a close. 

There are many pieces of legislation that have to be passed upon. 

It has been reported in the press that the leadership of the two 
Houses hopes to continue its work or to complete its work by late 
July or early August so that leaves us substantially only a month in 
which to deal with this legislative problem, which I, after the hear 
ings last evening, today recognize is a most difficult and complex and 
intricate assignment. I personally feel that it is so interwoven, so 
closely related to the lives of the individuals and the happiness of 
homes and the security of people that we would be well-advised to 
proceed perhaps with a degree of caution, not necessarily rush in and 
adopt this bill without any changes or adjustments whatever. To 
the end that when the time does come and as I’ve said before, the time 
is coming there’s no question about it, when the times does come that 
you are able to buy and own your own home, that that will be done on 
terms that are completely fair and equitable to you as individuals, have 
in mind your sentiments and your affections and your economic 
interests. 

Although the trip out was a bit strenuous physically, after we have 
arrived here in Richland, I am sure I speak for my associates and 
certainly for myself, our visit has been very pleasant. Your mayor 
and the members of your town council, your representatives of the 
General Electric Co. and the Atomic Energy Commission have been 
most cordial and hospitable, helpful and cooperative in every way. 
So in saying goodby, let me express the hope that the next time I may 
have the oceasion to visit Richland, you will be an incorporated city 
and you all will be owning and living in your individual homes. 

Thereupon at 12 o'clock noon, Saturday, June 19, i954, the sub- 
committee adjourned. ) 
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Rervorr A 
RICHLAND CITY COUNCIL 


ANALYSIS AND RECOMMENDATIONS CONCERNING HL. R. S861, PROPOSED LEGISLATION 


ror THE DISPOSAL OF THE COMMUNITIES OF Oak RivGe, TENN., AND RICHLAND, 
WASH. 


INTRODUCTION 


The studies by the Atomic Energy Commission of the feasibility of disposing 
of federally-owned community property in Richland culminated in the introdue- 
tion of the property disposal bill, H. R. 8861, into Congress on April 15, 1954. 

Particularly for the last 2 years, the Richland City Council has attempted to 
keep the community residents advised of the progress in the disposal studies as 
well as of the implications of a disposal program. This information program 
has been conducted through the medium of a radio series, press relense, and 
town meetings. 

Two years ago evidence was produced indicating that a slight majority of the 
residents favored a disposal program. During the 1955 series of town meetings 
attended by some 1,500 people neither strong support nor opposition for a possible 
disposal program was developed. Again during the 1954 meetings the public 
attitude appeared to be neutral, and the Richland City Council has therefore 
tuken a neutral stand neither supporting nor opposing a disposal program 

On the other hand the feeling has been quite general in Richland that the 
uncertainty of whether or not there would be a disposal program should be 
eliminated. The city council’s activities have therefore been geared to the 
objective of securing the best possible disposal terms for the people of Richland, 
and a decision without unnecessary delay on whether or not there would be any 
disposal program. 

The citizen study committee organized at the instigation of the council have 
performed a tremendous service to the Community. The complete reports of all 
of these groups are included in this compilation. However, to those reviewing 
the committee reports for background information, it must be emphasized that 
not all of their recommendations were finally accepted by the council for presen 
tation to the congressional hearings on the legislation. In this brochure, the 
council's final recommendations are keyed directly to the actual provisions of 
the disposal bill, and also included is a summary of the recommendations 
expressed in terms of their importance to the people of Richland. 

If the major recommendations are included in the legislation, then all of the 
study committees feel that the disposal bill would provide a workable mechanism 
for the transfer of Federal community property in Richland to private ownershi} 
The basis of most of the suggested changes in the legislation lies primarily in 
the differences between the State laws of Washington and Tennessee and the 
differences in the nature of the two communities themselves. 

The enclosed information is submitted to the Joint Committee on Atomir 
Energy of the United States Congress for the committee’s consideration. The 
Richland City Council hopes that the expressed interests of the people of this 
city will be given serious consideration and that an early decision will be made 
on the disposal program. 


F. CLAGettT, 
Richland, Wash 
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Whereas the Richland City Council is the representative group of the citizens 
of Richland; and 

Whereas there are indications that the community of Oak Ridge may request 
Congress to delay action on the disposal bill until the next session of Congress ; 
and 

Whereas the Richland City Council subcommittees have conducted intensive 
studies on the disposal legislation as it pertains to Richland; and 

Whereas the citizens of Richland have been waiting since 1951 for Congress 
to act on the question of disposal; and 

Whereas the council feels that nothing can be gained by delaying action on 
the disposal bill: Now, therefore, be it 

Resolved, That the Richland City Council request the Joint Committee on 
Atomic Energy to press for action on the disposal legislation during the present 
session of Congress and if necessary in order to take action on the provisions for 
Richland disposal during this session, to separate the provisions for Richland 
disposal into a separate bill for immediate action. 

Dated this 16th day of June 1954. 


SCHEDULE OF DEVELOPMENT OF Pustic ATTITUDES TO THE Dirsposar Birr Aprin 15 
THROUGH JUNE 19, 1954 


April 15: Disposal legislation introduced into Congress. 

April 19: City council authorized funds and appointment of council com- 
mittees for a program of public information and opinion polling on the disposal 
problem. 


April 25: City council authorized additional funds and appointment of non- 
council subcommittees. 

April 26: Letters sent to 50 civic groups inviting their participation. 

April 29: Representatives of civie organizations joined with city council in 
public meeting to develop program and assign subcommittee members. Dis- 
tributed copies of legislation to committee members. 

May 4: Copies of disposal legislation mailed by council to all Richland house- 
holders. 

May 19: Town meeting to discuss residential and commercial property sales, 
including preliminary reports of those committees. 


PANEL MEMBERS 


Herndon McKay, M. A. I., National Bank of Commerce, Seattle. 

Harry R. Fenton, M. A. I., Morrison, Fenton & Johnson, Inc., Seattle. 

W. W. Parker, chairman, commercial property committee. 

J. M. Fouts, chairman, residential property committee. 

David F. Shaw, manager, Hanford Operations Office. 

T. E. Fennessy, Chief, AEC Community Management Division. 

May 26: Town meeting to discuss operation of an incorporated Richland, in- 

cluding preliminary reports of the public utilities and city administrations com- 
mittees. 


PANEL MEMBERS 


Kk. F. Bien, city manager, Puyallup, Wash. 

R. E. Blair, municipal bonding attorney, Spokane, Wash. 

John T. Day, chairman, city administration committee. 

John H. Grigg, Jr., chairman, city utilities committee. 

David F. Shaw, manager, Hanford Operations Office. 

Verne B. Lewis, Chief, AEC Budget Division. 

June 2: Town meeting to discuss the Richland schools and hospital including 

preliminary reports of those respective committees. 


HOSPITAL PANEL MEMBERS 


R. A. Lazaro, public administration service representative 
Dr. R. W. Wager, chairman, hospital study committee 

P. EK. Carrico, Chief, AEC Medical Division 

David F. Shaw, manager, Hanford operations office 
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SCTLOOL PANEL MEMBERS 


Margaret Thompson, Benton County superintendent of schools 
P. A. Wright, retired superintendent of schools, Richland 
Grover Dawson, chairman. Richland School Board 
Cc. A. Lyneis, Jr., chairman, school study committee 
David F. Shaw, manager, Hanford operations office 
Verne B. Lewis, Chief, AEC Budget Division 
June 14: Final drafts of committee reports issued. 
June 14 and 16: The city council took final action on its recommendations to 
the Joint Committee on Atomic Energy. 
June 18 and 19: Congressional hearings in Richland, 
July 31: Estimated earliest ndjournment date of the present session of Con- 
gress. 


Reporr A-1 
JUNE 15, 194. 
RESIDENTIAL COMMUPTEE 


Presented below are the highlights of comments, motions, and recommenda- 
tions on the proposed legislation as it concerns residential properties : 

Section 108.—VParagraph (b). paragraph ii. indicates that “In the case of Gov- 
ernment-owned single and duplex houses, such appraised valne, as reduced pur 
suant to subparagraph (1) of this subsection, shall. upon application by the 
prospective purchaser, be further reduced by the amount by which the current 
fair market value of the Government's interest in the property is enhanced as a 
result of structural improvements to the premises made by or the expense of 
which has been borne by the prospective purchaser.” It is reconimenuded that 
this be amended to read, “Structural and landscaping improvements,” and this 
amendment also applies to paragraphs iii and v. 

Section 108 (a)—The following motion resulting from discussion was made: 
“The appraiser shall take into consideration the following facts: (1) the munici- 
pal facilities will be transferred without charge: and (2) characteristics of the 
neighborhood, as they pertain to resale value of the property shall be considered.” 
The motion was seconded and passed with unanimous vote. 

Section 110 (b) (2).—The 5,599 figure should be revised to include the pro- 
jected employment. January 1, 1954, employment is not a fair figure to work on 
because we know definitely there is going to be a large increase of employment 
directly. It was moved this be changed to read 75 percent of the employees in- 
dicated on the rolls on the date that the property is first offered for sale. “It was 
seconded and unanimously passed. 

Section 110 (b) (3).—It was moved that the repurchase agreement be 
amended to read: “In event of any reduction of force the person concerned may 
upon request require the Commission to purchase their property on the basis of 
3 percent depreciation per year.” Motion was seconded and carried unani- 
mously. 

The reasons behind the above motion are: 

1. The committee feels that the 25-percent layoff is an unfair figure in that 
by this time the houses would have depreciated too much in value relative 
to resale. 

2. A reduction of force to an individual is a hardship in a one-industry 
town. 

3. This will provide a creater inducement to purchase the homes. 

4. This will make the proposition more attractive to private financing. 

5. This will encourage a cash sale for rapid payoff, thus relieving the 
Government of this responsibility. 

6. Section 110, paragraph (b) (3) does not encouraze the purchase of a 
house for cash or large downpayment. 

Section 112.—It was moved that in addition to the provisions of section 112 
that that section further provide that the right of occupancy should be subject 
to the same rights and obligations of the tenant and the landlord as presently 
contained in the present Government lease, except where the provisions of the 
Government lease conflicts with the provisions contained in section 112. The 
motion was seconded and unanimously passed. 

Section 113 (e).—A motion was made that the Government provide the pur- 
chaser of the property with title insurance. It was seconded and unanimously 
passed. 
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Section 2.—It was moved that in the second paragraph of section 2, the words 


“by the Government, of any agency or official thereof,” and the words “the first 
resale, within 2 years from the date of its acquisition from the Government” be 
stricken and the word “sale” be included immediately after the words “and any 
mortgage executed in connection with the.’ It was seconded. Seven in favor 
and 7 opposed, and another count was made with 8 in favor and 7 opposed. The 
motion carried. 

It was moved that this committee go on record in favor of FHA financing for 

the first sale and all subsequent resales. Seconded and unanimously passed. 
* Section 106 (b).—Clarification of section 106 (b), which deals with conflicting 
claims followed. A discussion on the veteran’s status as a priority person was 
held—also, the claims of persons moving in and out of Richland several times. 
The discussion finally resolved around the fact that the intent behind the law 
was to give people connected with the project and who work on the project first 
priority. It was stated that it might be well to raise this question at the panel 
hearing and again at the congressional hearing. 

June ballot.—A motion was made that this committee make the recommenda 
tion to include the question on the ballot, “Do the people wish to buy or not to 
buy?" Seconded and unanimously passed. 

Some people are thoroughly sold on the idea of selling a duplex as two units. 
It is suggested that this go on the ballot, and he raised as a question at the town 
hall meeting. 

Respectfully submitted 

J. M. Fours, Chairman. 


Das oge . 
Rerorr A-2 
COMMERCIAL PROPERTIES COMMITTEE 
RICHLAND COMMUNITY COUNCIL 


Your committee assigned to study the property disposal legislation as it applies 
to commercial properties, makes the following recommendations and urges your 
concurrence and support thereof. These recommendations consist of 3 amend- 
ments specifically proposed, 1 amendment not specifically worded, and 1. sup- 
plemental recommendation : 

1. The last sentence of subsection “b” of section 107 be amended to read: 

“In all cases such time shall be extended for a period of at least 6 months by 
the Commisison upon a showing that failure to conclude a sale was not attribut- 
able to lack of diligence by the prospective purchaser.” 

This amendment is offered on the basis of the desirability of accomplishing the 
sales of commercial and nonprofit properties to the priority holders at the ap- 
praised prices and that there are extremely difficult financial arrangements to 
be made by the purchasers which might well be impossible to consummate within 
the closing period allowed in the bill as written. Failure to so amend the bill 
would probably result in the actual sale of much of these properties to specula- 
tive interests at prices much less than the appraised prices with a resultant loss 
of stability and assessed valuation affecting the future economy of the community. 

2. Amend subsection “c” of section 107 by adding after the word “deposit” in 
the second line, the words “not in excess of 10 percent of purchase price.” 

This amendment furnishes the specific protection to purchasers of all types of 
properties that they may exercise their priority and establish their intent to pur- 
chase without the immediate outlay of an amount greater than that consistent 
to show earnest intension. It is also noted that such a deposit could be retained 
for a number of months during the making of closing arrangements. It is deemed 
reasonable that this deposit have a maximum limitation set rather than being 
left to the variable judgment of the selling agent. 

3. Amend subsection “b” of section 111 by deleting from the third line the word 
“residential” and by deleting from the fifth line the words “of any house, apart 
ment building, or dormitory.” 

This amendment would give the Commission the privilege to sell other commer- 
cial properties than apartments and dormitories, and nonprofit properties on 
contract sales in the event it is found that factors such as limitations of fi- 
nancing available to potential purchasers of these properties are restrictive to 
desirable sales. This might well prevent large quantities of property from going 
to the point of forced sale at low prices. 
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4. The committee recommends that an addition or an amendment be made to 
section 108 that would establish a provision to arbitrate appraised values in 
cases where the priority purchaser requests and agrees to pay in advance the 
reasonable costs thereof. 

This is to provide protection to purchasers of all types of property against 
possible inequities of appraisal within the requirement established in the bill 
that the properties be appraised at the current fair market value of the oppor- 
tunity of comparing the judgment of this value by recognized commercial ap- 
praisers as well as the Government appointed and instructed housing appraisers, 

Respectfully submitted. 

WILLARD PARKER, 
Chairman, Commerical Properties Committee, 


Reporr A-3 
JUNE 14, 1954. 


REPORT OF COMMITTEE ON EFFECTS OF DISPOSAL LEGISLATION ON THE SCHOOLS 


In considering the effects of the proposed legislation, the committee recognized 
that in Richland the schools differ from the other municipal facilities which 
will be transferred under the disposal legislation, inasmuch as there is now in 
operation the legal entity to which the school facilities will be transferred. 
The Richland School District 400, with its board of directors, school administra- 
tion, teachers, and other personnel is a capably functioning organization. There 
are no problems of organizing or incorporation. 

After a review of the proposed legislation, it was the consensus of the 
committee that its attention should be devoted primarly to section 104—Pay- 
ments to cities and other State and local entities. This section establishes the 
formula for AEC payment to schools. It provides that the fiscal year 1955 gross 
costs of maintenance and operation shall be the ceiling under which payment 
shall be made. During the first 2 years after transfer of facilities, the Com- 
mission will pay the deficit between the schools other revenues and this ceiling 
cost. For succeeding years the Commission shall pay the difference between 
this ceiling and $2,043,000, or if the other school revenues exceed $2,043,000, 
then it shall pay the difference between the ceiling and these revenues. 

The committee’s conclusions are as follows: 

1. In view of forecast increased school enrollment within the next 5 
years, and probable general increased cost of school operation, the estab- 
lishment of the fiscal year 1955 cost ceiling may force a reduction in the 
level of service provided by our schools. 

2. The sum of $2,043,000, the estimated revenues of the schools after 
transfer, is significantly higher than will be realized at the time when this 
figure affects the amount of AEC payments, which is 2 years after transfer. 

3. Subsection 104 (c) (iv) binds all municipal facilities under a maximum 
total AEC payment ceiling. Some of the municipal facilities are revenue 
producing agencies. Thus, if some of these agencies should show a profit, 
the level of Commission support for the other facilities would be cut under 
the provisions of this subsection. Since the school district is a State corpo- 
ration rather than a municipal subdivision, the transfer of funds within the 
municipal structure would not apply to the schools. For this reason, it is 
recommended that the schools not be put under a common ceiling with the 
municipal facilities. 

The legislation provides that subsequent to the first 2 years following transfer, 
the Atomic Energy Commission payments shall be the difference between a 
ceiling which is the fiscal year 1955 costs and a floor of $2,043,000 or a higher 
tloor if the revenues exceed $2,045,000. The ceiling is fixed, but if the floor is 
raised by increased State, local, and other revenues, the AEC payment will be 
reduced proportionately. This precludes any increase in total funds available 
for the school operation above fiscal year 1955 costs, until the AEC payment is 
reduced to zero. For example, any general increase in State allotted funds to 
offset increased school costs would merely serve to reduce the AEC payment. 

If the State legislature should make additional revenues available for increas- 
ing the educational service in the schools, the limitations of the disposal bill 
would preclude their intended use until the payments of the AEC are reduced to 
zero. 
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After transfer of the facilities, normal local tax revenues will not be available 
to the school district because the total taxable property valuation will be signifi- 
eantly low. This comparatively low taxable valuation is due to the fact that the 
industrial property (Hanford Works) which is the cause of the school district’s 
existence is not taxable. The estimated total taxable valuation of $20 million 
for the district is equivalent to a valuation of approximately $2,700 per pupil, 
whereas the State average is $5,100 per pupil, and that of the upper quarter of 
first-class districts is $6,700 per pupil. In terms of total local revenue, this 
means that the regular 14 mill levy will yield $280,000 to the district, whereas 
it would yield approximately $750,000 if our valuation was comparable to that 
of the upper quarter. 

Since the low local tax revenue is due to the nontaxable AEC property, pay- 
ments to the schools by the AEC are actually in lieu of tax payments, payments 
which a similar private industry would contribute in local taxes. 

One possible source of revenue to reduce AEC payments is money from the 
Federal Government under Public Law 874. However, this law expires in 1956, 
so at this time that source appears to be a dubious one for the period when it 
would be needed. 

Another source might be State equalization funds, but since it would only 
reduce the AEC payment, that source is problematical. 

Increasing taxable valuation within the district so that the normal levy will 
yield more revenue is another possibility, but this is difficult to predict. 

A fourth possibility is the voting of a special levy over and above the normal 
levy within the district. This alone could not raise sufficient revenue to offset 
AEC payments. 

Therefore, the committee believes that continuing payments by the AEC are 
necessary and justified until the property valuation within the district becomes 
comparable to other districts in the State. 

Accordingly, it is recommended by the committee that section 104 (c), sub- 
section (i) covering payments to the school be modified to provide a flexible 
instead of a fixed ceiling and a revenue based on unit valuation rather than 
total valuation as follows: 

The Commission shall pay for maintenance and operation of the school 
district a yearly sum per pupil in average day attendance for the year 
in which payment is made equivalent to that which would be raised by the 
total local millage levy for said year on the difference between the local 
taxable property valuation per pupil in average day attendance for said year 
and the wieghted average of the taxable property valuation per pupil in 
average day attendance for said year of the upper quarter of the first-class 
school districts of Washington, the upper quarter being determined by rank- 
ing these districts on the basis of valuation per pupil in average day atten- 
dance for said year. 

The committee recommends that the legislation provide for AEC assistance 
on necessary capital expenditures until an adequate tax base is developed. It 
suggests a plan of assistance similar to the foregoing plan. 

The committee recommends that subsection 104 (c) (iv) pertaining to an 
overall limitation on the total payment by the AEC to all municipal facilities 
be stricken from the legislation. 

To clarify the recommended plan, the following example calculations are given: 

Assume that the average valuation per pupil of the upper quarter of the 
other districts is 86,700 (approximate for 1953-54) and that the valuation 
in the Richland district is $2,700 per pupil in average day attendance, the 
difference between local valuation per pupil and that of the upper quarter 
is $4,000. 

On the regular levy (14 mills at present) the AEC would pay 14 mills 
times $4,000 per pupil times 7,500 pupils or $420,000. Local taxpayers 
would pay 14 mills times assessed valuation or $280,000. 

If the Richland district votes a special levy on itself of say 5 mills, the 
total millage would be 14 plus 5 or 19 mills; then the AEC payment would 
be 19 mills times $4,000 times 7,500 pupils of $570,000, and the local tax- 
payer would pay 1! mills times assessed valuation or $380,000. 

As local valuation per pupil increased and began to approach the valua- 
tion per pupil of the upper quarter districts, local taxpayers would assume 
greater proportions of the tax burden, but with no greater tax rate than that 

of the upper quarter school districts, and the AEC payment would approach 


; 


Respectfully submitted 


C. A. Lynets, Chairman, 
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Report A-4 
JUNE 15, 1954. 


RECOMMENDATIONS OF COMMITTEE ON LEGISLATION FOR DISPOSAL OF KADLEC 
HOsPITAL 


The committee believes that operation of the hospital facilities by the com- 
munity would not be feasible under the provisions of the currently proposed 
legislation. 

The committee believes that community operation would become feasible if 
the following proposals were incorporated into the legislation : 

1. Hospital financial support be on a completely independent basis, not related 
to the operation of any other municipal facility. Proposed legislation does not 
provide for this separation. Under Washington law, transfer of funds between 
municipal facilities and a hospital district or nonprofit corporation would be 
legally questionable. (We request elimination of section 104 (C) (iv).) 

2. The committee recommends that the transfer of hospital facilities shall 
provide for a self-sufficient operating hospital, and specifically to inciude the 
following items not now available: 

(a) Steam plant and soft water service. 

(b) Laundry. 

(c) Receiving and warehousing facilities. 

3. The committee believes that the present hospital is not a permanent struc- 
ture. Since the community will be required to replace that structure within 
the next 15 years it is recommended that a suitable site be immediately selected 
and that the warranty deed to this site be transferred to the community with 
the present hospital facilities. 

4. The committee feels that the method of subsidy suggested in the proposed 
legislation would render it difficult, if not impossible, for the operating manage- 
ment to take steps to cut costs or increase revenues during the subsidy period. 
Examination of hospital costs in the Pacific States gives evidence that, under 
private operation and given suflicient incentive, the hospital deficit could be re- 
duced substantially. The committee therefore recommends that the following 
provisions for financial assistance be substituted : 

(a) It is recommend that, in addition to the hospital facility itself, an 
income-producing property should be deeded to the hospital operating 
entity. It is suggested that such property should yield an income equal to 
between one-third and one-half of the current hospital net deficit (the 
deficit estimated for the fiscal year 1955 or the actual deficit for ’54, which- 
ever is the greater). Such an arrangement would not only provide incentive 
for the hospital management to reduce the deficit, but would also provide 
an incentive for further reduction of the deficit to a point such that, in the 
course of time, a portion of the property income could be set aside to increase 
the hospital building fund. 

(6) it is further recommended that the subsidy presently proposed be 
provided for the first 2 years and that support for the suceeding years be 
in the form of the income property previously suggested. The committee 
feels that this support is reasonable for the transition period. 

Should the proposals outlined above be not considered acceptable, or some 
equivalent means of accomplishing same result, then the committee feels that 
the AEC should continue operation of the hospital as heretofore. 

Addendum: (1) The committee feels that a group of citizens acceptable to 
the AEC for incorporation of a nonprofit organization to receive title for the 
hospital could not be formed on less favorable terms than outlined above. 

(2) Clearly, the exact recommendations as proposed above are not necessary 
nor intended, but equally satisfactory, would be some equivalent form. ‘This 
means that the committee does not consider itself as experts, but has made 
proposals the intent of which is meant. Some equivalent means of accomplish- 
ing the same results is and would be equally satisfactory. We feel that the 
proposed legislation is not acceptable in regard to the hospital. 

(3) Note the attached report, exhibit A. Deficit figures do not inciude de- 
preciation. Most hospitals operate in “permanent” structures which is not 
the case of our Kadlec. Therefore, the exihibit A further substantiates the 
views and recommendations of the hospital committee. 

The recommendations of the hospital committee remain essentially as alreedy 
recorded. 
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Proposal 3, referring to future site, is not regarded as a “must,” but is re- 
garded as desirable. 

Proposal 1, referring to section 104 of proposed legislation, is a “must,” i. e. 
section 104 (c) (iv) should be deleted. 

Proposal 2 remains a “must,” on a par with proposal No. 1. The committee 
feels strongly that a self-sufficient hospital, independent of AEC supplied serv- 
ices, is mandatory if the hospital be community operated and owned. This is 
not an expensive addition to present facilities. The hospital committee feels 
that “shall be turned over in good operating condition” includes facilities to do 
just that. A “must.” 

Proposal 4: Note change of wording in the first sentence of this proposal. 

General remarks: (1) Note change in wording of last sentence in hospital 
committee recommendation. (2) Note addendum to report. 

Respectfully submitted. 

Dr. RatpH W. WAGER, Chairman. 





Report A-—5 
JUNE 14, 1954. 


City ADMINISTRATION COMMITTEE 


Pursuant to the requests of your council subcommittee as announced in local 
publications and public meetings, a voluteer committee of Richland residents 
was formed to conduct an objective study of the municipal facilities aspects 
of proposed legislation to affect disposal of Richland. This committee has 
completed its sudy and submits the following preliminary report for your 
consideration : 


Objectives of committee study 


1. To determine adequacy of the proposed legislation to comprehensively meet 
potential problems of formation and operation of a city government. 

2. To review past professional and group studies of disposal and operating 
problems connected with municipal facilities and services. 

3. To gather community and expert opinions on the above items. 

{. To prepare specific recommendations on disposal legislation and operations 
of the city goverment under proposed or substituted legislation and to present 
said recommendations and documented supporting material to the community 
through its council, and to revise or supplement these recommendations in 
accordance with the community’s suggestions for presentation at proposed 
congressional hearings. 

The studies referred to in 1, 2, and 3, above have been as comprehensive as 
possible considering the time limitation involved. Eight meetings and many 
hours of outside research have contributed the following suggestions. Much 
accumulated documentary material is in the possession of our committee to 
support these conclusions and such material will be on hand for your future use 
and/or study. 


Conclusions and recommendations 


I. The committee does not recommend, nor advise against, community support 
of the proposed community sale but is unanimously in favor of the general form 
aud plan of the proposed bill after concerted study of possible alternatives. 

If. It has been determined that the budgetary and legal studies undertaken 
by the AEC and professional groups are substantially realistic and that the 
objectives of city administration can be met under the proposed legislation. 
Provided: 

A. That the regulations, under which the act will be administered by AEC, 
are promulgated and enforced in accord with the objectives of Section 101: 
Declaration of Policy; 

B. That provisions for revision of subsidies or development of new sub- 
sidies can be provided in the bill to be used only if there are proven unrealistic 
standards extant in the bill as enacted or demonstrated emergencies are 
encountered which are detrimental to normal city growth or operation 
regardless of time or causation ; or 

©, That the provisions of section 104, subsection (e) be amended by remov- 
ing the expressed reservation of control of payments based on the unexpressed 
and arbitrary standards of services alluded to therein. 
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III. The committee recommends the deletion of section 104 (c) (iv) from the 
vroposed legislation for the reason that the said provision may be, and probably 
is, inconsistent with applicable State laws regarding transfers of funds and 
would be a deterrent to mature and normal city administration. 

IV. That the provisions of sections 103 and 104 be amended to vest specifically 
a preemptive right in the city of Richland to purchase, operate, and/or lease 
all municipal facilities and to provide that such right shall continue for a period 
of at least 2 full tax years following incorporation of said city. Further; that 
any interim operational or lease agreements affecting such facilities be Sub- 
mitted to the community (or to the city plan commission, if organized) for voting 
approval before being entered into. Such a provision is considered absolutely 
necessary to effect proper budgetary planning and revenue production on which 
our approval of this legislation is based. 

General suggestions 

1. Our study indicated the urgent need for early incorporation of the city of 
Richland, if the proposed bill is enacted. The possible incorporation under the 
general laws of the State of Washington may serve as a stopgap and provide 
complimentary action to later charter form of government. 

2. It is believed that the city of Richland can, by the use of mature planning 
and the cooperation of a united community, effect economies and take advantage 
of revenues not available to the AEC which will assure municipal solvency and an 
above average level of services to its citizens. 

The foregoing has been adopted by the committee as a whole. 

Respectfully submitted. 

JOHN T. Day, 
Chairman, Municipal Facilities Committee. 


aad 
Report A-6 
GENERAL RECOMMENDATIONS AND DISCUSSION 


The committee as a whole agrees that the legislation is good. We did come 
across a few points in our study of the bill which we would like to call to the 
council’s attention : 

1. Nowhere is it specifically stated that the city of Richland shall have a 
priority over any other entity in the transfer of the various municipal facilities 
which are expected to be made available. 

2. It was also pointed out that the bill in many respects is permissive and not 
directive so far as disposal and support by the AEC is concerned. 

3. It is the opinion of the committee that the legislation should contain a firm 
declaration of intent upon the part of the Atomic Energy Commission that it will 
assist in the development of soundly conceived industrial and commercial ventures 
in the vicinity of Richland. There will thus be achieved the firmly announced 
objective of the Government that Richland shall become a normal community, 
comparable with other American cities of equal size. 


ELECTRICAL DISTRIBUTION 
Physical plant 
The system has been well maintained and is now in acceptable condition. 
There are no significant overloads on any of the lines. Motorized equipment 
is relatively new and well maintained. No evidence to indicate that deferred 
capital improvements or unusual maintenance will be necessary in the near 
future. The system has a book value of approximately $2 million. 


Financial report for year ending December 1953 


Gross revenues nae ———— 
Total revenue deductions * , as eae a _ 659, 2 


Net income 273, 


1Includes depreciation and Washington State tax equivalents but no debt service. 


Recommendations 


The committee recommends that the city of Richland should accept title to 
the electrical distribution system. 
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WATER 

Physical plant 

Approximately 35 miles of the present sanitary water supply street mains are 
constructed of thin-wall weld pipe. This type of pipe is not normally used 
for permanent installations. The balance of the mains are constructed of cast 
iron and welded steel and have a long potential life. 

The separate irrigation pipe system is costly to maintain and will require ex- 
tensive repairs in the future. 


Financial aspects 

The water system in Richland has an average yearly gross income of approxi- 
mately $43,000. 

It is estimated that under municipal operation the operating expenditures 
could be reduced. 


Recommendations 


It is the committee’s opinion that the water facilities as presently constituted 
will not be adequate to meet the fire, sanitary, and irrigation needs at the time 
this utility is transferred to the city. On this basis, it is the definite opinion of 
this committee that the problem of a sufficient supply of water be studied in 
further detail. It is believed this problem will be specifically demonstrated during 
the coming summer season when the peak load occurs. 

It is recommended that water meters not be installed for residences since this 
would tend to reduce the amount of water used, and would probably result in 
unsightly vegetation areas. 

The committee suggests the water system be made adequate and also be put in 
good repair before being turned over to the city. 


TELEPHONE EXCHANGE 

Physical plant 

The Richland telephone exchange has modern equipment and is in acceptable 
operating condition. It can be operated with a minimum of employees and 
expense. Its book value is approximately $2 million. It has 4,000 operating 
terminals of which 3,160 are presently used for community phones. Appropria- 
tions have been made for a separate new 1,200 terminal exchange for AEC use. 
This will release 840 terminals in the existing exchange to community use in 
May of 1955. 


Revenue 

Revenues for the year ending 1953 totaled $264,900. An additional sum of 
$135,000 from toll calls would be available under municipal or private ownership. 
An additional sum of $10,000 was received for directory printing privileges. 
Erpenses 

Operating expenses for the year ending 1953 totaled approximately $189,000. 
Observations 


After checking the Washington State statutes, the committee is of the opinion 
that a city (Richland) may operate a telephone company. 


Recommendations 


It is recommended that the city council specifically ask the AEC to transfer 
without limitation the Richland telephone exchange and system along with other 
property appropriate to the operation of the city of Richland. 


SEWERAGE DISPOSAL 

I. Sewerage system 

The existing sewage treatment plant and equipment appears to be in good 
operating condition. No unusual maintenance problems are encountered and no 
major equipment replacements are anticipated. The plant design capacity is 
for 50,000 population. The entire sewer system is satisfactory. Tree roots are 
a major problem in the residential areas. 

Operating costs for collection, treatment, and disposal are: 


Year: Net cost 
I axes Sani te ii cae So ia ve catalan $76, 
ID a oa icscsignhsccaadsns ancecpsueanatnaan aplasia cocaine ance oat aaa ie poe ae ea 78, 000 


or 


Figures include approximately $35,000 for sewer maintenance, primarily tree 
roots. 
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IT. Refuse disposal system 


Condition of all trucks, bodies, and trash wagons is considered to be good and 
should give 5 to 7 years’ service. Condition of the tractor and scraper is good and 
should give at least 7 to 10 years’ service. Ample space is available for disposal 
for many years. 

Budget figures indicate current refuse disposal system operating costs: 


Year: Cost 
1954 -- $109, 000 
1955 112, 000 


III. Recommendations 


It is recommended that: 

1. A maintenance shop be provided and equipped to service departments such 
as sewage, water, street, police, fire, etc. 

2. An engineering study be made to determine if modification of the existing 
5,000-foot inverted siphon south of Richland is desirable to permit access for 
cleaning maintenance. 

3. The refuse disposal system be operated by the city rather than let out on 
a contract basis. 

700 AREA STEAM PLANT 


The committee recommends that the AEC retain control and operate the cen- 
tral steam plant since it is apparent its operation as a city utility would be un- 
profitable. 

Since the hospital, library, 1 or 2 schools and some commercial facilities re- 
ceive steam for heat and other needs from this central plant, it is the opinion of 
this committee that contracts should be made between the city and the AEC 
to provide steam heat and power to all city facilities now receiving same at an 
equitable charge, or to install suitable heating plants in the individual municipal 
facilities in case of abandonment of the central steam plant. 


BUS SYSTEM 


It is the opinion of the committee that the Richland City bus system cannot be 
operated so that it will produce a net income for the city. It is almost certain 
that the bus operation will have to be subsidized. 

It is also the opinion of the committee that the city cannot do without a bus 
transportation system. Inasmuch as the city will receive financial assistance 
from the AEC for the first 10 years after incorporation, it is recommended that 
the city accept the bus system and that an effort be made to find, all things con 
sidered, a satisfactory method of continuing the service. 

Respectfully submitted, 
J. H. Griae, Jr., 
J. P. LANGAN, 
Cochairmen, Public Utilities Committee. 


Report A-7 


REPORT, SUBCOMMITTEE ON TELEPHONE EXCHANGE 


This subcommittee was appointed to study the Richland Telephone Exchange 
with the idea in mind of including the exchange in the list of utilities to be 
turned over to Richland municipality by the Atomic Energy Commission as 
provided in the proposed legislation. 

The report includes data obtained by examination of physical properties, 
interviews with operating personnel, inspection of financial reports, and certain 
records on file in Benton County pertaining to franchises and former contracts. 

In 1909 there was granted to A. F. Brown a 25-year franchise to operate the 
Kennewick Valley Telephone Exchange in Richland and other communities in 
Benton County and to use certain streets and alleys in Richland to set poles 
and string wire. This franchise ran along without any attention and ap 
parently expired in 1934 with the telephone system still in operation. In 1941, 
Vern A., Robert H., and Mark L. Brown, sons and heirs of A. F. Brown, re- 
quested and received a new franchise to operate a telephone exchange. This 
new franchise excluded streets and alleys in Richland but did include a line 
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from the Yakima River to Kennewick and other properties outside of 
Richland. 

About this same time the Manhattan District engineers bought all the 
physical properties of the Kennewick Valley Telephone System from the Browns 
that lay within the boundaries of the district but did not buy the franchise, 
since it was apparently not necessary. Examination shows a franchise still 
exists which is not exclusive and does not pertain to Richland streets and alleys 
but does include the line from Richland to Kennewick and other properties 
outside of Richland. This franchise was bought by the General Telephone Co. 
which operates the Kennewick exchange and is still controlled by this company. 
Physical assets 

The Richland Telephone Exchange is valued at $1,868,864, which includes 
£300,000 worth of improvements in 1953 as installation costs of cable to the 1,000 
new Wherry Act houses. 

There are 320 single party business phones; 85 2-party business phones; 174 
single-party residential phones; 4,218 2-party residential phones and 1,116 
4-party residential phones. This totals 5,913 phones on 3,160 working terminals 
set aside for residential, commercial, pay station, test lines, and emergency 
uses. The other 840 working terminals of the total 4,000 terminals are set 
aside for official General Electric and Atomic Energy Commission uses. 

Money has been appropriated for purchase of material and construction, by 
May 1955, of a new 1,200-terminal telephone exchange for official uses. At 
that time the community exchange will be able to use the 840 terminals presently 
assizned for official plant uses, 

Revenue 

Richland Telephone Exchange revenue for year ending 1953 in round figures 
was rentals to subscribers, $245,000; installation charges, $18,000; miscellaneous 
sources, $8,900; total, $264,900. 

An additional sum of $135,000 from toll calls would be available if operated 
as a municipal system but is not listed as a revenue under present arrange- 
ments with the Atomic Energy Commission considered a single subscriber. 

Total estimated income as a municipal system, $400,000 per year. 

Operating expenses 

Year ending 1958 lists employees at 25.8 with a total cost of operation at 

$189,000 broken up as follows: 


Salary 


Continuity of service ee a Settode hc psn 8, 295 
New material and equipment_____--_____ ee pac eueeeont 73, 205 
Rent, heat, and light eee cick gun turas Socedeseteata cat echeaibeg ests Stiine eee 3, 472 
Equipment rental__ ; silo aNadub ian resihensa bie ceca duahetes Aan ei aaa a ee 2, 398 
Special service so: Ton nil icici ec espace ink ese ace a as ata seed 6, 274 
Automotive rental ‘ os eit ch cath eoacan ai uae eee eb spi eteicn cate 2, 859 


Other charges ee | 


Total cles each a ela ras, ad s " cue 189, 000 


Comparisons with other Washington exchanges: 


> Washington 
Richland State averees 


Investment per phone wie $125. 00 $110. 00 
Average revenue per phon ae 114. 43 102. 02 
Operating expense per phone Stieber 34. 94 61. 83 


Privilegs for printing the Richland telephone directory are sold for $10,000. 


Observations 


The Richland Telephone Exchange has modern equipment and is in excellent 
operating condition. It can be operated with a minimum of employees and 
expense. 

On examination of the laws of Washington it is found in section 80.036.010 
where a telephone or telegraph company is defined by law that an individual, a 
corporation, or a city may be classed as a telephone company and may operate 
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a telephone company, although a telephone company is not named in the statute 
as a municipal utility along with water and electricity. The subcommittee sug- 
gests that the telephone exchange can be called a municipal facility and can be 
operated by the municipality. 


Recommendations 


The subcommittee recommends to the committee studying the legislation as 
it applies to utilities that the legislation be worded so as to include Richland 
telephone facilities in section 103, subsection d as “Municipal facilities author- 
ized to be transferred under this section without limitation.” 

Richland will need all the revenue-producing facilities that is possible for it 
to obtain and from all appearances the Richland Telephone Exchange will pro- 
vide a sizable amount of revenue to aid in municipal operation. 

Respectfully submitted. 

J. H. Griae, Jr. 


» 
Rerorr A-S 

REPORT, SUBCOMMITTEE ON WATER UTILITY 
WATER REPORT 


This report was prepared by the subcommittee of the Utilities Committee to 
study the water facilities in Richland, Wash., in connection with the proposed 
legislation for the transfer of the residential and commercial properties from 
the AEC to the leaseholders. 

Purpose of report 

The purpose of this report is to determine if the proposed bill is fair and equi- 
table and if the provisions of the bill as outlined, meet the requirements both 
physical and financial, of the city for the present and future conditions. 
Physical condition of the system 

The sanitary water system is reported to be in good condition at the present 
time. It should be noted, however, that approximately 35 miles of the present 
street mains are of the steel, spiral-weld type. This type of pipe is not normally 
used for permanent installations, since it has a wall thickness of approximately 
cne-eighth inch and although the metal is protected by a coating, it is a known fact 
that steel has a limited life in underground installations. Approximately 3,500 
feet of this pipe has been replaced with cast-iron pipe fairly recently, and the 
remaining useful life is very questionable. The balance of the sanitary mains 
are cast iron and have a long potential life. 

The present irrigation system is costly to maintain and will require extensive 
repairs in the future. It is reported that present plans call for abandonment 
of this system except for that part of the underground lines which supply parks, 
playgrounds, and areas not connected with residential or commercial buildings. 
It is planned that these lines will be connected to the present sanitary system. 
This will add au extra load to the sanitary system. 

Financial aspects 

A general survey of the receipts and expenditures for the past 3 years shows 
that the water system in Richland has produced an average yearly net profit 
of approximately $43,000. This is based on the average residential monthly 
charge of $1.48. Expenditures included all operating costs such as repairs, 
operating labor, and salaries of all personnel connected with this activity. 

The additional monthly charge for water of $0.50 per residence should increase 
the yearly net revenue by approximately $35,000, bringing the total yearly 
average revenue to approximately $78,000. 

It is estimated that under municipal operation the expenditures, as presently 
shown, could be reduced considerably. 


Supply versus demand 


It has been estimated that the present supply is just about sufficient to meet 
the demands on the sanitary system during the peak-load period. However, if 
that part of the irrigation system supplying water to the parks and playgrounds 
is added to the sanitary system it will be severely overloaded for continuous 
supply. This will necessitate some form of control for watering lawns during the 
peak summer period. The very important factor which must be considered in 
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the matter of supply is the demand which would be thrown on the system in the 
case of serious fires. It is estimated that by using the new 5 million gallon 
reservoir connected to the system there will always be a minimum pressure of 
50 p. s. i. at the highest elevation. This is considered to be a sufficient supply 
of water for fighting fires, however, should a situation develop where the 
supply is insufficient and a serious fire should occur it is obvious that the results 
could be disastrous and far-reaching in effect. 


Water meters 


There has been some thought given to the plan of installing meters 
for all users of water with the idea that this would curtail the use 
of sanitary water, especially during the summer. However, it must 
be remembered that a given quantity of water is required to supply 
the demand of the present population. Should this present weniiaiie 
quantity be reduced during the summer, it will result in some burned- 
out areas and dead vegetation which will be very unsightly and will 
probably reduce the 1 -alue of real estate where this condition de svelops. 

The estimate on the cost of installing water meters has been placed 
at $685,000. 


Future demands 


No attempt has been made in this report to predict the water 
demand for city expansion since this is a very uncertain factor. 
Information on this problem will require a separate study. 
Summary 

The legislation as outlined in the proposed bill is satisfactory in 
intent and general purpose. 

A budget should be set up now or funds established in some manner 
to replace the balance of the steel water mains within the next 10 
years. This will require a replacement program of approximately 3 
miles per year at an estimated cost of $100,000. 

No attempt should be made to discontinue the operation of the 
irrigation system until the 1954 summer peak-load period has passed, 
since this period will give a definite indication of the adequacy ot 
the present suply. ‘This is the first year the extra load of the 1,000 new 
houses will be on the system. 

It is recommended that water meters not be installed for residents 
at the present time, since these would only tend to reduce the amount 
of water now used with the probable result of many unsightly, burned 
vegetation areas. 

It is understood, according to the proposed legislation, that the 
water utilities will be adequate in all respects to meet the fire and 
sanitary needs at the time this utility is transferred to the city. On 
this basis, it is the definite opinion of this subcommittee that the 
problem of a sufficient supply of water be studied in further detail. 
The reason for this is that there are indications that the present 
supply is not sufficient. It is believed that this problem will be more 
easily solved during the coming summer season when the peak load 
occurs. 

Report A-9 
JUNE 15, 1954. 


DISPOSAL OF RICHLAND SEWERAGE AND REFUSE DISPOSAL SYSTEMS 


The following report by the Subcommittee on Disposal of Richland Sewerage 
and Refuse Disposal Systems is submitted for the purpose of reviewing the ade- 
quacy and condition of existing facilities. 
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1. SEWERAGE SYSTEM 


(a) Sewage treatment plant 

(1) Description—The sewage treatment plant was constructed in two sec- 
tions. The first was built for a 12,000 population in 1948 and the second sec- 
tion built for a population of 38,000 was completed in 1948. Both sections pro- 
vide primary and secondary treatment. The original section requires recircula- 
tion by pumping making it necessary to keep an operator on duty continuously. 
At the present time the average sewage flow is approximately 2.6 million gallons 
per day. 

(2) Condition.—The existing sewage treatment plant and equipment appears 
to be in good operating condition. Operating personnel state that no unusual 
maintenance problems are encountered and that no major equipment replace- 
ments are anticipated. 

(3) Adequacy.—The total plant design capacity of 50,000 population should 
be adequate for the foreseeable future. Insufficient time was available to study 
the economics of operating a 50,000 population capacity plant for a reduced actual 
population. 

(b) Sewer system 

(1) Description.—The existing sewer system was constructed with satisfactory 
materials and is giving good service. Three chlorination stations are in serv- 
ice and will have to be kept in service. The system includes 3 main lift stations 
and 1 small lift pump serving a single commercial facility. The system includes 
one 5,000-foot inverted siphon which could be a potential source of trouble due 
to accumulated deposits of solids and grit. The system now carries all North 
Richland sewage. What effect Army control over North Richland will have 
on the system has not been determined. The wartime construction expedients 
of routing branch sewer mains through what will become private property and 
the serving of several multiple dwellings with one lateral, some with flat slopes, 
may cause easement and maintenance problems. 

The existing storm sewer systems, while not general over Richland, will be 
improved during 1954. 

One overloaded sanitary branch main is being corrected at the present time. 
Two pickup trucks will probably be required by sewerage system operating per- 
sonnel. The power lawn mower presently assigned should be retained. 

(2) Condition.—Condition of the entire sewer system after currently approved 
changes have been made, is considered by operating personnel to be satisfactory. 
Sewer maps are being brought up to date. It is anticipated that this work will 
be completed before city is incorporated. Infiltration is not a problem. It is the 
opinion of operating personnel that there may actually be a small loss of sewage 
flow. Tree roots growing into the sewer lines will be the major problem of main- 
tenance. Approximately $35,000 is being spent each year for sewer maintenance 
and most of this for stoppages due to roots. 

(3) Adequacy.—From information gathered from operating personnel, it ap- 
pears that the system is adequate except for overloaded branch main on Swift 
between George Washington Way and Gilmore which is being replaced at the 
present time. 

(4) Financial.—The following operating budget figures indicate current sewer- 
age system operating costs for collection, treatment, and disposal: 


Net cost | Gross cost 


eee SUE WEN cc cacnine ncaa cht dnouenic eonceumadesee ‘ $76, 000 $106, 001 
Fiscal year, 1955 ey ee Pe ole ocd 2 os 78, 000 104, 006 


Figures are for operation only. No provision is made for depreciation of equipment 

Nore: The difference between net and gross costs represents revenue from installations outside of Rich- 
land such as North Richland and new stores facility. 

The above figures include an item of approximately $35.000 for sewer mainte- 
nance primarily for removing stoppages caused by tree roots. 
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II, REFUSE DISPOSAL SYSTEM 
(a) Collection system 

(1) Description—Garbage and refuse from approximately 7,000 residences is 
collected once each week. Residents are now required to place refuse at the 
curb except for a few locations where collections are made in alleys. Residential 
collections now require 8 men and 4 trucks. 

Refuse from commercial facilities, schools, 700 area and 1131 area is collected 
as required to maintain sanitary standards. Sixty-one trash wagons used for 
this service. These wagons are towed to the disposal grounds with two 1-ton 
pickup trucks. One additional garbage truck is required to supplement the two 
pickup trucks for this work. 

Total equipment used for collection service is as follows: Six 1948 model 
trucks equipped with 15 cubic-yard capacity compactor-type dump bodies—1 of 
these rucks is a spare unit to be used when other units are out of service for 
repairs, two 1-ton power wagon pickup trucks, 61 trash wagons, one 14-ton 
pickup truck for foreman. 

Total personnel required for collection service: 7 truck drivers, 5 laborers, 
1 foreman (also supervises disposal grounds). 

(2) Condition.—Condition of the trucks, bodies, and trash wagons is, consid- 
ered to be good and should give an estimated 5 to 7 years’ service with ordinary 
care and maintenance. 

(3) Adequacy.—The refuse collection system is considered by operating per- 
sonnel to be adequate and satisfactoriy to serve the needs of Richland. 

(b) Disposal system 

(1) Description.—All refuse is disposed of by means of sanitary fill in an are: 
south of Richland. One heavy equipment operator is required full time to exca- 
vate disposal trenches and back fill over refuse. 

Total equipment required for disposal: 2 D-7 caterpillar tractors with bull- 
dozer, 1 carryall scraper approximately 8-yard capacity. 

Total personnel required: 1 heavy-equipment operator. 

(2) Condition.—Condition of the tractor and scraper is good and should give 
at least 7 to 10 years’ service with normal maintenance. 

(3) Adequacy.—There is ample space available for refuse disposal for many 
years in the future. All of the land to be used for this purpose lies below the 
control contour for McNary Dam Reservoir and thus cannot be used for building. 

(4) Financial.—The following operating budget figures indicate current refuse 
disposal system operating costs: Fiscal year 1954, $109,000; fiscal year 1955, 
$112,400. Figures are for operation only. No provision is made for depreciation 
of equipment. 

III. RECOMMENDATIONS 
(a) Sewerage system 

It is recommended that— 

(1) Sewer laterals serving one or more dwellings be made the responsi- 
bility of the city or that repairs be made before incorporation. 

(2) The lift station serving a single commercial facility be turned over to 
and made the responsibility of that facility. 

(3) An ordinance be passed to prohibit planting of certain species of trees 
which are known to clog sewers by root growths in the lines. 

(4) Consideration be given to revising the present plant design to permit 
full automatic operation for one shift each day at time of lowest flows. 

(5) A sewerage system maintenance shop be built and equipped prior to 
disposal. This may be a community service other than departments such as 
water, street, police, fire, ete. 

(6) An engineering study be made to determine if modification of the 
existing 5,000-foot inverted siphon south of Richland is desirable to permit 
access for cleaning and maintenance. 


(b) Refuse disposal system 


It is recommended that— 

(1) The trash wagons be eliminated prior to incorporation and other more 
conventional arrangements be made for handling commercial facility and 
public building refuse. 

(2) The refuse disposal system be operated by the city rather than on a 
a contract basis. 

(3) The system be made self-sustaining by charging each resident and fa- 
cility for refuse disposal service. Such service to be compulsory throughout 
Richland. 
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(4) The present disposal ground operation be continued and sanitary 
standards be maintained. 
Respectfully submitted. 
K. F. OLSon, 
A. E. ENGLER, 
F. H. SHADEL, 
Subcommittee on Disposal of Sewerage and Refuse Disposal Systems. 
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REPORT OF THE SUBCOMMITTEE FOR THE ELECTRICAL DISTRIBUTING SYSTEM, 
RICHLAND, WASH., MAY 20, 1954 


(Committee members: R. W. Luckey and H. R. Hughes) 
DESCRIPTION OF THE PHYSICAL PLAN 


The Richland electrical distribution system consists of 84 miles of overhead 
powerlines of wood-pole construction, two 20,000-kilovolt-ampere main substa- 
tions (jointly owned with the Bonneville Power Administration), and 45,850 
kilovolt-amperes of connected distribution transformers. The system includes 
all of the usual appurtenances which characterizes the electrical power systems 
of a medium-size American city with the exception that it has no power-generat- 
ing facilities of its own. All power is purchased from the Bonneville Power 
Administration, a branch of the Department of the Interior. The system has 
7,048 residential customers, 328 commercial customers and no industrial cus- 
tomers except the administration area of the Atomic Energy Commission. 

The physical plant includes a small combined office and shop building located 
on Spengler Road outside of the northern city limits. This building serves as the 
headquarters for the maintenance forces. In addition, the physical plant in- 
cludes several vehicles of a type required for powerline maintenance, a complete 
complement of tools and a small inventory of maintenance supplies. 

At present there is no readily accessible business office in the downtown busi- 
ness section. The General Electric Co. provides a collection office in their admin- 
istration building in the 700 area, but there is no central office where all the 
business of the unit may be conducted. 

About one-half of the system was constructed in 1943 and 1944 and the re- 
mainder after 1946. The system has been well maintained and is now in excel- 
lent condition. There is no significant overloads on any of the lines, most lines 
and transformers having an appreciable reserve capacity. The motorized equip- 
ment being relatively new and well maintained no immediate unusual expense 
need be anticipated from this source. In general there is no evidence to indicate 
that deferred capital improvements or unusual maintenance of any kind will 
require a major outlay of funds for such purposes in the near future. The prob 
lem of financing new business expansion is another matter which will be dis- 
cussed in another section of this report. It is mentioned here so as not to give 
the impression that expenditures for this purpose will not be required. 

It is probable that some additional shop or garage facilities will be required 
in the future but this might be solved if a combined city garage for all municipal 
services were to be provided. City hall space or a downtown customer business 
office of some kind will be required, with space for engineering, accounting, and 
management offices. 

ORGANIZATION AND PRESENT MANAGEMENT 

The present operating and maintenance organization consists of a superin- 
tendent, an engineer, a business manager, clerical help, a line crew for heavy 
work and a small line crew for light work, meter men, and electricians who per 
form city electrical work. The total force consists of 21 people. 

In addition to performing the necessary operating and maintenance functions 
for the electrical distribution system this group functions as city electricians 
taking care of all municipal electrical repair work associated with the traffic 
signals, fire alarm system, waterworks, and municipal buildings. Twenty-four- 
hour coverage is provided for emergency work. In all these operating functions 
the group is apparently self-sufficient. The personnel is well qualified and the 
level of experience is such that a high standard of performance has been main- 
tained. In the event that this group were to be transferred along with the power 
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system to municipal ownership it is probable that the transition period would oc- 
‘“asion no inconvenience to the city or lowering of the standards of service to the 
customers. 

Some of the broader aspects of the management of municipal power systems 
have not been dealt with by this group. The field of labor relations, corporate 
finance, bond issues, public relations, etc. These management functions would 
impose new problems and expense not now encountered. Many of the functions 
such as purchasing and general accounting now performed by the General 
Electric Co. would undoubtedly be performed by a city treasurer’s office and other 
services such as legal services would be performed by a city attorney. The ulti- 
mate form of the new city government would affect the asignment of management 
functions to the operating group. 

There does not appear to be any problems associated with the contemplated 
municipal management of the electrical distribution system which could not be 
solved by the incumbent operators using the same methods which are typical 
of the management of other city-owned power systems. This general problem 
is discussed further under the section on recommendations relating to alternate 
plans. 

RECOM MENDATIONS 


The absence of any industries in Richland eliminates an important source of 
revenue from which most power companies derive a major portion of their in. 
come. There is no provision or statement in the proposed legislation which 
would indicate that the Government, through its vast resources, might intend 
to assist in establishing new industries in Richland which would improve the 
economie picture for the city and specifically the revenue producing capability 
of the local power system. If the atomic energy plant should be further ex- 
panded the city would have to provide the necessary funds to expand the power 
system to take care of new residents. Debt service would therefore reduce the 
available net income to the city. It is conceivable that the expansion problem 
would result in the power system revenues being pledged for the retirement of 
bonds to the extent that these revenues would be unavailable for other 
purposes. 

Residential power service, comprising 95 percent of the customers of the Rich- 
land power system, is a high cost service because of the extensive low voltage 
distribution network required. The capital investment is large and the unit 
revenue low. The power rates to the customers are kept low either through regu- 
lation by State public service commissions or, as in the Northwest, by clauses 
in the power supply contracts between the Bonneville Power Administration 
and the municipal corporation or utility district which retails the power. 

Nationally the electric power industry receives 28 percent of its revenue from 
residential service, 68 percent from industrial service, and 4 percent from other 
sources including sales to Government agencies. Locally the Benton County 
VUD for the months of January and Febraury 1954, received 65 percent of its 
revenue from residential services, 25 percent from industrial service, and 10 
percent from other services, principally street lighting. 

Normally, the PUD, REA, or other Government-owned power systems, oper- 
ate without a profit in the usual sense, all income being used to finance plant 
improvements or to retire bonds. If the system is self-liquidating, and at the 
same time provides a satisfactory service to its customers who are usually its 
owners, it is considered to be well managed. The following quotation from 
the report of the manager of the Benton County PUD to the county commissioners 
covering the operating period of January and bebruary 1954 illustrates this 
point. 

“Net incomes, which is the amount available for financing new construction 
and meeting bond retirement schedules, amounted to $50,852.18; an increase of 
17 percent over the same period in 1953.” 

It is intended that the power system will be turned over to the city of Rich- 
land debt free. Conservatively it can therefor be expected that the funds which 
are normally deducted from gross revenues for debt-service purposes should 
be available to the city as income which can be used for other city expense. 
Initially this sum would probably be of the order of 20 percent of the gross rey- 
enues. Free services to the city itself may reduce this amount as would any 
payments in lieu of taxes. When and if the system is called upon the expand 
its service areas the matter of debt service will become real and the net income 
will be reduced or the rates will have to be raised. It therefore appears that 
the income from the power system will be reduced at the end of the 10-year 
period to which the AEC is committed to make up deficits in the city’s budget, 
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thus making the city’s financial problem more, rather than less, difficult with 
the lapse of time. 

It is known that both the Benton County Public Utility District and the Pacifiie 
Power & Light Co. are interested in acquiring the Richland electrical distribution 
system. The Public Utility District by Government transfer, a gift, or Pacific 
Power & Light Co. by outright purchase. Both of these agencies have also indi- 
“ated a willingness to submit proposals for operating the system as hired man- 
agers. It is the opinion of this subcommittee that the city council should re- 
quest these people to submit proposals for operating the system as hired man- 
agers for a period not exceeding 10 years with the city retaining a firm title to 
the property. This recommendation to consider proposals from the Public Utility 
District and Pacific Power & Light Co. to serve as hired managers for an initial 
10-year period should not be misinterpreted to indicate that the committee ap- 
proves or disapproves of the ideas. It is simply that all alternate plans having 
any merit should be examined. 

This subcommittee believes that the AEC should continue to operate the power 
system until the time that final disposition is decided upon and that there should 
be no interim arrangement whereby the operation of the power system is 
turned over to a contractor prior to its transfer to the city of Richland. It is 
felt that the preservation of the economic worth of the system can only be 
maintained by continued operation during the interim period by the AEC. A 
known short-time operating contract by any other agency may result in an 
exploitation of the system assets. 

The subcommittee firmly believes that should the incorporation of the city 
of Richland take place as anticipated, the city should take title to the electrical 
distribution system. It appears that the city can operate the system in a 
manner that the system will be self liquidating with respect to all its own 
legitimate expense. It also appears that for the first few years a net income 
will be derived which can be used to defray other city expense. Whether or 
not the system might be more profitably or satisfactorily operated through the 
medium of hiring expert managers can only be resolved by an involved study 
of the economics of alternate plans. As is the case with all other facilities 
which may be given to the new city it would be in the interest of the city to 
accept the power system. If the power system could not be operated prolitably 
it could be sold and the moneys thus acquired could be used for other purposes. 

With respect to the form of the legislation itself, as it affects the power system 
directly, there are no recommendations. With respect to the legislation as a 
whole, as it affects the future welfare of the city and consequently the revenue- 
producing capability of the power system, the subcommittee feels that the legisla- 
tion could be improved. Of particular concern are the following excerpts from 
the bulletin describing the proposed legislation : 

From the bottom of page 22: 

“The bill does not provide for payments in lieu of taxes on property which is 
to remain federally owned.” 

From the top of page 23: 

“It is certain that neither Oak Ridge nor Richland, if incorporated, will be 
able to find sufficient revenues during the early years to meet budget requirements 
for city services, schools, and other purposes, and at the same time, meet the 
grade and quality of service now enjoyed and demanded by the people.” 

There is no declaration of intent upon the part of the Government to assist 
the city in any way to develop new industry, to make land available for agricul- 
ture in surrounding areas, to make existing agricultural areas more readily 
accessible to the city of Richland, or to take any measures to diversify the eco- 
nomic life and resources of the city. The one industry characteristics of the city 
will make it more difficult for the commercial community to expand through 
siving all commercial ventures here a higher-than-average risk when appraised 
by lending agencies. 

It is the opinion of this subcommittee that the future city of Richland cannot, 
within 10 years, by its own efforts, find the means whereby it can assume the 
financial burden with which it will be faced. It is furthermore the opinion of 
this subcommittee that the legislation, when enacted, should contain a firm 
declaration of intent upon the part of the Federal Government that it will take 
action to assist in the developmentof soundly conceived industrial and com- 
mercial ventures in the vicinity of the city of Richland, thereby achieving the 
firmly announced objectives of the Government that this community shall become 
a normal community comparable with other American cities of equal size. 
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Revenue-producing capabilities from BPA monthly report of operations for 
December 1954 (sec. IIT) 


Operating revenues and expenses : 
Operating revenues: 


Sale of energy *_____- ed ieee ee oot bet ee ok hod S $926, 822 
RU ee ccs ciate neti bhabatae Si Na ae pictehe 5, 895 
WES foi cctknchomnyh eee ee ee ee 932, 717 


Operating expenses: 


Peer TUCO ROOR CITED) cise we oe Se Le eee 328, 700 
PP MINNONONR as oo cee aes ee eee 19, 604 
TEIN a Lk 5 8 ee se ee ee ee ee ee 103, 80S 
Customer accounting and collecting... 2.24 aes eka 38, 462 

ed scan ct: rave wld ectn atic de eet ed eal aa ia 490, 574 


Income statement : 
TT OGhT Oneratne revenues.....- . 2s es ee ee ewe 932, 717 


Revenue deductions: 





Operate expenses |S cece eek da 490, 574 
POPOCINEAO ne ee a sleet cee wires ares eel eas 72, OSS 
OS GUIVRNONOS oe a ee bee eo ee ene 96, 635 
Subtotal revenue deductions___._......__._._._____- wae Oye 
——— 
ie0ee wOeretii women oo Se en ee eo. 273, 420 
SRpOTO Win VeNINROIRG "so ccc ch ein Boteac eae 108, 160 
Pin a ee ee ae etna oti edema eames 165, 260 

1 Sales of energy as follows: 
I a i cc tee ete amee ane sean Ee ata $663, 368 
ROpmeTOTeEe! GO TNOUSITIO | oc. oi abacus ndebow: 160, 214 
I I oi in i asics isan acacia is a gle as i 6, 868 
III is cciintevcsssttiai mesic en nap ti apna nah Saini ita ie 96, 372 
I als le os ncn nian cere eee es ak a hae thon aaa 926, 822 


2 Depreciation, at 3% percent of electric plant. 

’Tax equivalents, at 5 percent of total operating revenues for Washington State plus 
2 percent for city. 

‘Interest on investment, at 6 percent of investment of municipality. 


Statement of financial condition, December 1953 (sec. IT) 
Assets: 
Property accounts: 


TR UMNO pect esac cease ch ad lh wo cman ie aka cesar es aees a ae ore $2, 081, 106 
ITI RR TO NN a 5s ied che taleceece uns aaeoesaees astro oes os 28, 723 
Ni ttaicens Geen iae nateee andere neat eae tee eae 2, 109, 829 
Deduct: Reserve for depreciation and amortization____________ 194, 560 
Nien NONE NOE OT a ook ca eccednc tn nae tio tesnpciegeatemeapenem 1, 915, 269 
Current accrued assets: Receivables from municipality________ 124, 344 
Oth) MSHCTS ONG OLRET GORI. 6.8 nnncenmnnomnneree aa 1, 939, 613 
Liabilities : 
Current and accrued liabilities: Payables to municipality______ 70) 
Investment and surplus accounts: 
RUT MAOENS, OT, TURN sa acct sissegseaec cncaenie menstitntetimcd 1, 740, 866 
NE a a re ee 33, 467 
Pe BUNS AMR acc sinensis ants i dace encase ag dame cas 165, 260 
I creche lela sa tan i a cea Lo Te 1, 939, 613 
Dovel labilities and G&REY CPOCiBe aise ncn ieme nen 1, 939, 613 


1 Receivables from or payables to municipality equals net income plus depreciation less 
increase in total electric plant. 
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